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OPERATING ENTITY:

CONTACT PERSON:
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PROJECT COST:

FINANCING:

PURPOSE FOR FILING:

DESCRIPTION:
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APPLICATION SUMMARY

Shelby County Health Care Corporation d/b/a
Regional Medical Center at Memphis

CN1208-037

877 Jefferson Avenue
Memphis (Shelby County), TN 38103

Shelby County Health Care Corporation
877 Jefferson Avenue

Memphis (Shelby County), TN 38103

Self-Managed, Considering management entity for
dedicated outpatient surgery

E. Graham Baker, Jr.
(615) 370-3380

August 10, 2012 >
$28,400,168.00

Cash Reserves

Conversion of ten (10) medical surgical beds to ten

(10) inpatient rehabilitation beds and modification of
existing facility in excess of $5 million

Shelby County Health Care Corporation d/b/a Regional Medical Center at
Memphis (The MED) is seeking approval to convert ten (10) medical surgical
beds to ten (10) inpatient rehabilitation beds, add three operating rooms (ORs)
dedicated to outpatient surgery in the Turner Tower, and renovate and relocate
medical surgical beds to the Turner Tower, one of the newer buildings on the

MED campus built in 1992.
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CRITERIA AND STANDARDS REVIEW

COMPREHENSIVE INPATIENT REHABILITATION SERVICES
1. The need for comprehensive inpatient rehabilitation beds shall be
determined by applying the guideline of ten beds per 100,000 population
in the service area of the proposal.

See criterion #2 below.

2. The need shall be based upon the current year’s population and projected
four years forward.

The applicant was asked to complete the following bed need chart:

2012 Shelby Co. Population 949,665
2012 Rehab Beds Needed 95

2016 Shelby Co. Population 976,726
2016 Rehab Beds Needed 98
Existing Shelby Co. Rehab. Beds 209

Net Need/ (Excess) (111)

According to the above chart there is a one hundred eleven (111) rehabilitation
bed excess in Shelby County.

It appears that this application does not meet this criterion.

3. Applicants shall use a geographic service area appropriate to inpatient
rehabilitation services.

The applicant has chosen Shelby County as the service area for its inpatient
rehabilitation service. Approximately 75% of the applicant facility’s
inpatients reside in Shelby County.

It appears that the application does meet this criterion.

4. Inpatient rehabilitation units in acute care hospitals shall have a minimum
size of 8 beds.
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The MED currently has a 20 bed inpatient rehabilitation unit and proposes
to add ten beds for a 30 bed unit.

It appears that the application meets this criterion.
Freestanding rehabilitation hospitals shall have a minimum size of 50 beds.
This criterion is not applicable.
Additional inpatient rehabilitation beds, units, or freestanding hospitals
should not be approved by the HSDA, unless all existing units or facilities
are utilized at the following levels:
20-30 bed unit ~ 75%
31-50 bed unit/facility ~ 80%
51 bed plus unit/facility ~ 85%

The chart below provides the most recent occupancy statistics for inpatient
rehabilitation services in the service area:

Bed Unit| GofG* Hospital Rehab Bed 2011 Meets G of G*
Range Occupancy Capacity Occupancy Standard
Standard

31-50 beds ~80% Bapt. Rehab.-Germantown 50 68.7% No

51+ beds ~85% HealthSouth 80 66.9% No
31-50 beds ~80% HealthSouth-Memphis No. 40 93.5% Yes
20-30 beds ~75% The MED 20 95.8% Yes
20-30 beds ~75% St. Francis 29 21.7% No

*G of G = Guidelines for Growth

It appears that the application does not meet this criterion.

The applicant must document the availability of adequate professional staff,
as per licensing requirements, to deliver all designated services in the
proposal. It is preferred that the medical director of a rehabilitation hospital
be a board certified physiatrist.

The applicant intends to increase its clinical staff by 15.2 FTE. The
applicant believes that staff can be added as the need arises by interviewing
prospective personnel already contained in Human Resource’s files and by
interviewing graduates of local schools. The applicant notes that the
University of Tennessee-Memphis maintains programs in both physical and
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occupational therapies and the University of Memphis has a nursing school
from which to draw future staff. The applicant also points out that Dr.
Tewfik Rizk is the medical director of its inpatient unit and is a Board-
certified physiatrist.

It appears that the application will meet this criterion.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS

1.

Any project that includes the addition of beds, services, or medical
equipment will be reviewed under the standards for those specific
activities.

For relocation or replacement of an existing licensed health care

institution:

a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and
weaknesses of each alternative.

This criterion does not apply

b. The applicant should demonstrate that there is an acceptable existing
or projected future demand for the proposed project.

This criterion does not apply

For renovation or expansions of an existing licensed health care
institution:

a. The applicant should demonstrate that there is an acceptable existing
demand for the proposed project.

The applicant provided historical utilization data that demonstrated that
the current 20 bed rehabilitation unit has operated at an occupancy rate
between 95%and 98% for the past three years. The applicant also reports
outpatient surgical encounters to support 3 dedicated outpatient
operating rooms.

It appears that the application meets this criterion.
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b. The applicant should demonstrate that the existing physical plant’s
condition warrants major renovation or expansion.

The applicant is proposing to move the current 20 bed rehabilitation unit
to the Turner Tower so the unit can be expanded to 30 beds due to the
high historical occupancy of the existing unit. The applicant is also
moving services from older buildings into the newer Turner Tower.

It appears that the application meets this criterion.
SUMMARY:

The following table identifies the buildings that currently house inpatient
services and the configuration of beds after completion of the proposed project:

Before Project | Before | Before After After After
Building Bldg. | Floor | Type of Unit, Project | Project Project Project Project
Name Age # (e.g. Med/Surg, | Licensed | Staffed | Typeof | Licensed | Staffed
OB,) Beds Beds Unit Beds Beds
Adams 67 4 Med/Surg 10 10 0 0
3 Rehab 20 20 0 0
Turner 20 4 Med/Surg 24 24
3 Rehab 24 24
2 Rehab 6 6
G Burn Unit 14 14 | Burn Unit 14 14
B Med/Surg 6 6
Jefferson 31 5 Med/Surg 111 84 | Med/Surg 111 84
4 Med/Surg 109 61 | Med/Surg 109 61
G ICU 61 22 ICU 61 22
Rout 56/44 6 Med/Surg 18 0 | Med/Surg 18 0
56/43 5 Med/Surg 19 0 | Med/Surg 19 0
56/42 4 OB 30 20 OB 30 20
56/41 3 OB 30 25 OB 30 25
56/40 2 OB 80 69 OB 80 69
56/39 1 Med/Surg 119 0 | Med/Surg 89 0
56/40 | G LDR 10 7 LDR 10 7
TOTAL
BEDS 631 332 631 362
LICENSED
BEDS 631 631
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The table above illustrates that there are currently four buildings on the MED
campus that house inpatient services:

Adams Building is 67 years old and currently houses the twenty (20) bed
rehabilitation unit and ten (10) medical/surgical beds. After project
completion no inpatient beds will be housed in the Adams Building.
Turner Building is 20 years old and currently houses a fourteen (14) bed
burn unit. After project completion the 20 rehabilitation beds in the
Adams Building will be relocated to the Turner Building and 10 additional
rehabilitation beds will be added resulting in a 30 bed rehabilitation unit.
There will also be 30 medical/surgical beds relocated to the Turner
Building. (See pending application section of this summary)

Jefferson Building is currently 31 years old and houses 220 licensed
medical/surgical beds and 61 licensed ICU beds. There will be no
changes to this building due to this project.

Rout Building, depending on the location within the building ranges in
age from 39 to 56 years old. This building houses 156 licensed
medical/surgical beds, 140 licensed obstetrical beds, and 10 labor,
delivery, recovery rooms. After project completion the Rout Building will
house 30 less medical/surgical beds reducing the medical/surgical bed
complement in the building to 126.

Total licensed beds will remain at 631 while staffed beds are expected to
increase from 332 to 362.

The focus of the proposed project is the Turner Tower to which inpatient
rehabilitation services will be relocated, addition of three dedicated outpatient
operating rooms, relocation of medical surgical beds, and renovation of 82,580
gross square feet (GSF). There is no new construction associated with the
proposed project. The breakdown in the square footage is 22,400 GSF for
inpatient rehabilitation, 17,500 GSF for the outpatient ORs, and 42,680 GSF in
renovation of the basement, ground, 2nd and 4t floors. The location of service by
floor is as follows:

Basement-6 medical/surgical bed unit

Ground Floor-14 bed burn unit :

First floor-3 operating room suite dedicated to outpatient surgery along
with a shelled-in 4% operating room

Second Floor-6 inpatient rehabilitation beds.

Third Floor-24 inpatient rehabilitation beds
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e Fourth Floor-24 medical/surgical beds or 24 bed separately licensed long
term acute care hospital. (See Pending Application Section of this
summary)

The applicant, Shelby County Health Care Corporation, d/b/a Regional Medical
Center at Memphis commonly referred to as The MED is a non-profit
corporation, chartered in 1981, the purpose of which is stated in a July 1, 1981
lease agreement between the applicant and Shelby County “.....provide a
hospital that will be available to Shelby County residents who are in need,

r”

regardless of their financial status.....”.

The MED is a 631 bed acute care hospital. The Joint Annual Report for 2011
indicates The MED staffed 325 beds of its licensed 631 beds, for 39.4% % licensed
bed occupancy and 76.5% staffed bed occupancy.

The following provides the Department of Health’s definition of the two bed
categories pertaining to occupancy information provided in the Joint Annual
Reports:

Licensed Beds - The maximum number of beds authorized by the appropriate state
licensing (certifying) agency or regulated by a federal agency. This figure is broken
down into adult and pediatric beds and licensed bassinets (neonatal intensive or
intermediate care bassinets).

Staffed Beds - The total number of adult and pediatric beds set up, staffed and in use at
the end of the reporting period. This number should be less than or equal to the number
of licensed beds.

The applicant was asked in the first supplemental request for information as to
whether the applicant intended to reduce the licensed bed complement of the
hospital due the low licensed occupancy rate. The applicant’s response was that
the facility is staffing more beds now than at the end of 2011 and flexibility is
required to be able to provide patient beds as they are needed.

According to the demographic statistics from the Department of Health, the
applicant’s declared service area of Shelby County’s total population is projected
to grow by 2.8 between 2012 and 2016 from 949,665 to 976,726. The State of
Tennessee is projected to increase 3.4% over the same time period. Persons 65+
are projected over the same period to increase 13.9%, from 100,017 in 2012 to
113,906 in 2016. This compares to 12.4% for Tennessee overall. Persons Age 65+
account for 10.5% of the total population in the service area. This compares to
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13.8% for Tennessee. TennCare enrollees account for 24.1% of the population in
the service area. This compares to 19% for the State of Tennessee.

Inpatient Rehabilitation Beds

The applicant proposes to relocate a 20 bed rehabilitation unit currently housed
in the 67 year old Adams Building to 20 year old Turner Building and expand the
unit by 10 beds for a 30 bed rehabilitation unit.

The applicant utilized a consulting firm to examine rehabilitation bed utilization.
The applicant states that the consulting firm performed a population based study
and a discharge based study. The population based study indicated a need of up
to 243 rehabilitation beds in Shelby County and the discharge based study
indicated that the MED could maintain an 85% occupancy with a 41 bed
rehabilitation unit. For more details on the methodology see pages 18-19 of the
original application.

According to the Department of Health Report there will be an inpatient
rehabilitation bed need in 2016 of 98 beds in Shelby County, based on the 2000
Guidelines for Growth, Criteria and Standards for Comprehensive Inpatient
Rehabilitation Services. In 2011 there were 209 available inpatient rehabilitation
beds resulting in a surplus of 111 rehabilitation beds.

The 2000 Guidelines for Rehabilitation bed occupancy is based on unit size. The
table below presents an analysis of how Shelby County inpatient rehabilitation
units compare to these standards:

Bed Unit| GofG* Hospital Rehab Bed 2011 Meets G of
Range Occupancy Capacity Occupancy | G* Standard
Standard
31-50 beds ~80% Bapt. Rehab.- 50 68.7% No
Germantown
51+ beds ~ 85% HealthSouth 80 66.9% No
31-50 beds ~ 80% HealthSouth-Mempbhis 40 93.5% Yes
No.
20-30 beds ~75% The MED 20 95.8% Yes
20-30 beds ~75% St. Francis 29 21.7% No

*G of G = Guidelines for Growth

The table above identifies that only two of the five existing inpatient
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rehabilitation facilities in Shelby County are meeting the 2000 Guidelines for
Growth rehabilitation bed occupancy standards.

Historical utilization trends for these rehabilitation services are presented in the
table below:

Hospital 2009 Patient | 2010 patient | 2011 Patient 09-"11 %
Days Days Days Change
Bapt. Rehab.-Germantown 13,082 10,290 12,536 -4.2%
HealthSouth 20,052 19,879 19,529 -2.6%
HealthSouth-Memphis No. 12,307 13,116 13,657 +11.0%
The MED 7,238 7,191 6,990 -3.4%
St. Francis 4,526 2,245 2,296 -49.3%
TOTAL 57,205 52,721 55,008 -3.8%

The table above indicates overall inpatient rehabilitation utilization has declined
by 3.8% in the last three years in Shelby County. One facility has experienced an
increase in utilization, HealthSouth-Memphis North, +11%. The other 4 facilities
have experienced a decline in utilization ranging from -2.6% at HealthSouth to
49.3% at St. Francis.

The first year after project completion the applicant is projecting a 75%
occupancy in the 30 bed rehabilitation unit increasing to 85% during the second

year of operation.

Outpatient Surgery

The applicant currently operates fourteen operating rooms (ORs) and special
procedure rooms. Currently 8 ORs are in the Chandler Building, 1 Cysto
procedure room in the Chandler building, and 4 trauma emergency department
ORs in the Jefferson Building, and one OR in the Burn Unit in the Turner Tower.
None of these existing surgery suites are dedicated to outpatient. The applicant
points out that the mixing of inpatient and outpatient surgeries often leads to
more acute serious inpatient surgeries receiving priority over outpatient
surgeries resulting in delays of outpatient surgeries.

The applicant is proposing to add three dedicated outpatient surgery suites in
the Turner Tower, plus shell in a fourth suite for later use as needed. The
applicant states that this project will free up existing ORs for inpatient surgeries
and create a special location for outpatient surgery.
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The applicant’s historical and projected outpatient encounters are presented in
the table below:

Variable 2009 | 2010 | 2011 | YEAR1 | YEAR?2

Outpatient Surgical Encounters | 4,490 | 4,519 | 4,110 | 4,704 5,475

The applicant provides information in the first supplemental response that
indicates that existing surgical suites are being utilized less than 60% of the time.
The applicant states that the addition of the ORs is not due to surgery volumes.
The purpose of the proposal is to create an area of the hospital where patients
requiring outpatient surgery will not have to be integrated into the existing
surgical area. The applicant points out that once the three dedicated outpatient
ORs are implemented, it may well be that some of the 14 existing ORs will not be
staffed in the future.

The applicant projects that 90% of existing outpatient surgeries will be

performed in the new dedicated outpatient area and that the new area will
attract more patients resulting in the determination that 3 ORs were needed.

Turner Tower Renovation

The Turner Tower is one of the newer buildings on campus, built in 1992. It was
designed and constructed to meet seismic safety requirements. When originally
constructed the lower floors were utilized for various hospital functions and the
upper floors were shelled in for future use. The applicant felt as some services
are being relocated to the Turner Tower there are economic efficiencies and
projected savings of $800,000 if all floors were built out at the same time. In
addition to the relocation of the rehabilitation unit from the Adams Building, the
Turner building will house a 6 bed medical/surgical unit formerly housed in the
Adams Building and a 24 bed separately licensed long term acute care hospital if
pending application CN1210-052 is approved. (See pending section of this
summary). If CN1210-052 is not approved, then a 24 bed medical surgical unit
will be relocated to this floor. The result will be that there will no longer be
inpatient beds in the 67 year old Adams building and 30 less inpatient beds on
the first floor of the Rout building that varies in age between 39 and 56 years.
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The Projected Data Chart shows that The MED will report net operating income
of $37,400,000 during the first year after project completion and $36,033,000 the
second year. This will result in a gross margin of 2.9% in Year 1 and a gross
margin of 2.7% in Year 2. The applicant expects the inpatient rehabilitation unit
to be profitable in both Year 1 and 2 and expects the Outpatient Surgery area to
be profitable by the third year of operation.

For the hospital overall the applicant expects the payor mix to include Medicaid
of 41.39% and Medicare at 14.11%. The applicant projects that the payor mix of
the inpatient rehabilitation unit will include 10% Medicaid and 40% Medicare.
The applicant states that The MED contracts with all TennCare MCOs in the
service area; UHC/ Americhoice, BlueCare, and TennCare Select.

The Historical Data Chart for The MED displays a net operating loss of
$20,217,000 in 2009 improving to a net operating profit of $5,532,000 in 2010, and
$74,433,000 in 2011.

The applicant provides the current staffing pattern for the rehabilitation unit and
the projected staffing pattern after project completion. Total FTEs are projected
to increase by 15.2 FTEs as displayed in the chart below:

Position Current Projected # Change
FTEs FTEs

Physical Therapist | 2.0 3.0 1.0
PT Asst. 1.0 1.5 0.5
Occ. Therapist 2.0 3.0 1.0
COTA 1.0 1.5 0.5
Speech Therapist | 1.0 1.5 0.5
Rec. Therapist 1.0 1.5 0.5
Rehab Aide 2.0 3.0 1.0
RN 915 14.5 5.0
LPN 2.0 3.0 1.0
CNA 8.3 12.5 4.2
TOTAL 29.8 45.0 15.2

The applicant also projects that the outpatient surgery department will consist of
17.0 FTEs including 9 RNs, 3 OR Techs, and 1 GI Tech.

The total estimated project cost is $28,400,000 of which Construction Costs (with
contingency) account for $20,086,160 or 70% of total project costs. The next
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largest cost is fixed and moveable equipment at is $6,466,810 or 23% of total
project cost. The applicant states that the construction cost per square foot is
$203.00, which is between the median and third quartile of previously approved
hospital projects during 2009-2011.

The applicant states that the project will be financed by cash reserves. An
August 20, 2012 letter from the Chief Financial Officer of The MED certifies that
The MED has sufficient cash reserves to fund this $28,400,000 project. Review of
Shelby County Health Care Corporation’s audited balance sheet dated June 30,
2011 reports cash and cash equivalents of $48,817,462.

The applicant has submitted the required corporate documents, real estate title, a
graduate medical education agreement with the University of Tennessee, and excerpts
from an administrative manual. Staff will have a copy of these documents available for
member reference at the meeting. Copies are also available for review at the Health
Services and Development Agency office.

Should the Agency vote to approve this project, the CON would expire in three
years. .

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, denied applications, pending applications, or
outstanding Certificates of Need for this applicant.

Shelby County Health Care Corporation has financial interests in this project
and the following:

Pending Applications

Memphis Long Term Care Specialty Hospital, CN1210-052, has a pending
application expected to be heard on the Consent Calendar at the December 12,
2012 Agency meeting for the relocation of a twenty-four (24) bed long term acute
care hospital, which has been approved but unimplemented, from the
intersection of Kirby Parkway and Kirby Gate Boulevard to the main campus of
The MED. The MED received Agency approval in September 2012 for a change
of ownership for the approved but unimplemented hospital. The proposed
hospital will be placed on the fourth floor of the Turner Tower in the space
previously designated for a 24 bed medical surgical unit. The estimated cost of
the project is $8,208,743.21.
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CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

There are no other Letters of Intent, denied or pending applications or
outstanding Certificates of Need for other entities proposing this type of service.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

MAF
(11/08/12)
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LETTER OF INTENT

TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Commercial Appeal which is a newspaper of general
(Name of Newspaper)

circulation in Shelby and surrounding Counties, Tennessee on or before August 10, 2012 for one day.
(County) (Month / day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. §68-11-1601, et seq., and the Rules of the Health Services and Development Agency,
that Shelby County Health Care Corporation, d/b/a, Regional Medical Center at Memphis, 877 Jefferson
Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant”), owned and managed by itself, is applying
for a Certificate of Need for (a) the conversion of the license for ten (10) med/surg beds to rehab beds, and (b)
the relocation of its existing twenty (20) bed rehab unit, after which a thirty (30) bed rehab unit will be operated
in Turner Tower; (c) the addition of three (3) operating rooms to be dedicated to outpatient surgery, which
rooms will be operated in Turner Tower as a department of the Applicant; (d) the general renovation of Turner
Tower, including the buildout of unused space for a twenty-four (24) bed unit which will be utilized as med/surg
hospital beds; and (e) the relocation of an existing ten (10) bed med/surg unit to Turner Tower, which will result
in six (6) staffed med/surg beds. Other than mentioned above, there are no new licensed beds and no major
medical equipment involved with this project. The number of total licensed beds will not change. No other
health services will be initiated or discontinued. It is proposed that Medicare, TennCare (Medicaid),
commercially insured, and private-pay patients will continue to be served by the Applicant, which will continue
to be licensed by the Tennessee Department of Health. The estimated project cost is anticipated to be
approximately $28,400,000, including filing fee.

The anticipated date of filing the application is: August 15, 2012.

The contact person for this project is E. Graham Baker, Jr., Attorney
(Contact Name) (Title)
who may be reached at: his office located at 2021 Richard Jones Road, Suite 350
(Company Name) (Address)
Nashville TN 37215 615 / 370-3380
(City) (State) (Zip Code) {(Area Code / Phone Number)
gé i/LW M dq August 10, 2012 graham@qrahambaker.net
<] {Signature) / (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to opposi 81e
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CERTIFICATE OF NEED
APPLICATION

for

The Conversion of 10 Med/Surg Beds to Rehabilitation Beds,
The Relocation of an Existing 20 Bed Rehabilitation Unit,
Establishment of an Outpatient Surgery Department,
Renovation of a 24 Bed Med/Surg Unit,

And Relocation of a Med/Surg Unit

by

Shelby County Health Care Corporation,
d/b/a, Regional Medical Center at Memphis
877 Jefferson Avenue
Memphis (Shelby County), Tennessee 38103

STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY
500 Deaderick Street
Suite 850
Nashville, Tennessee 37243
615/741-2364

FILING DATE: August 10,2012

33



34



SECTION A:

APPLICANT PROFILE

Please enter all Section A responses on this form. All questions must be answered. If an item does
not apply, please indicate ""N/A". Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment.

Section A, Item 1: Facility Name must be applicant facility's name and address must be the site of the
proposed project.

Response: The Applicant is Shelby County Health Care Corporation, d/b/a, Regional Medical Center at
Memphis, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103.

Section A, Item 3: Attach a copy of the partnership agreement, or corporate charter and certificate of
corporate existence, if applicable, from the Tennessee Secretary of State.

Response: The requested documents for the Applicant are included in the application as Attachment A.4.
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SECTION A: APPLICANT PROFILE

1. Name of Facility, Agency or Institution

Shelby County Health Care Corporation, d/b/a Regional Medical Center at Memphis
Name

877 Jefferson Avenue Shelby
-Street or Route County

Memphis, N 38103

City State Zip Code

2. Contact Person Available for Responses to Questions

E. Graham Baker, Jr. Attornev

Name Title

Weeks and Anderson oraham(@gerahambaker.net
Company Name e-mail address

2021 Richard Jones Road, Suite 350 Nashville, TN 37215

Street or Route City State Zip Code
Attorney 615/370-3380 615/221-0080
Association with Owner ' Phone Number Fax Number
3. Owner of the Facility, Agency, or Institution

Shelby County Health Care Corporation 901/545-7928
Name Phone Number
877 Jefferson Avenue Shelbvy

Street or Route County
Memphis. TN 38103

City State Zip Code

4. Type of Ownership of Control (Check One)

Sole Proprietorship F.  Governmental (State of Tenn.
Partnership or Political Subdivision)
Limited Partnership Joint Venture

Corporation (For-Profit) Limited Liability Company
Corporation (Not-for-Profit) Other (Specify)

ZISEoR-RS
Akt

4 1]

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Attachment A.4.

2
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Section A, Item 4: Describe the existing or proposed ownership structure of the applicant, including
an ownership structure organizational chart. Explain the corporate structure and the manner in
which all entities of the ownership structure relate to the applicant. As applicable, identify the
members of the ownership entity and each member's percentage of ownership, for those members with
5% or more ownership interest. In addition, please document the financial interest of the applicant,
and the applicant's parent company/owner in any other health care institution as defined in Tennessee
Code Annotated, §68-11-1602 in Tennessee. At a minimum, Pplease provide the name, address, current
status of licensure/certification, and percentage of ownership for each health care institution
identified.

Response: The Applicant is Shelby County Health Care Corporation, d/b/a, Regional Medical Center at
Memphis, 877 Jefferson Avenue, Memphis (Shelby County), Tennessee 38103, owned and managed by
itself. The Applicant is a 501(c)3 non-profit corporation, chartered in 1981, the purpose of which is to
“...provide a hospital that will be available to Shelby County residents who are in need, regardless of
their financial status ....” (Julyl, 1981 Lease Agreement between the Applicant and Shelby County,
Tennessee).

The Applicant does not own any other health care institutions as defined above.

See the following chart:

Shelby County Health
Care Corporation,
d/b/a
Regional Medical
Center at Memphis
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Section A, Item 5: For new facilities or existing facilities without a current management agreement,
attach a copy of a draft management agreement that at least includes the anficipated scope of
management services to be provided, the anticipated term of the agreement, and the anticipated
management fee payment methodology and schedule. For facilities with existing management
agreements, attach a copy of the fully executed final contract

Please describe the management entity's experience in providing management services for the type
of the facility, which is the same or similar to the applicant facility. Please describe the ownership
structure of the management entity.

Response: The Applicant, also doing business as The MED, is self-managed. However, it is considering
the possibility of hiring a management entity for the dedicated outpatient ORs. Discussions have taken
place between The MED and outside management entities who specialize in managing ASTCs and
outpatient operating room departments. However, no decisions have been made either to have an outside
management company, or if so, which one. With that said, The MED is furnishing a draft management
contract as Attachment A.5, which contract would serve as a basis for developing such a contract in the
future, if necessary. In addition, the Projected Data Chart for the outpatient surgery department includes
an expense of $180,000, which is thought to be a reasonable amount for such a contract if executed.
Obviously, if The MED decides to self-manage the outpatient surgery department, this expense would be
deleted. ~
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Section A, Item 6: For applicants or applicant's parent company/owner that currently own the
building/land for the project location, attach a copy of the title/deed. For applicants or applicant's
parent company/owner that currently lease the building/land for the project location, attach a copy of
the fully executed lease agreement. For projects where the location of the project has not been
secured, attach a fully executed document including Option to Purchase Agreement, Option to Lease
Agreement, or other appropriate documentation. Option to Purchase Agreements must_include
anticipated purchase price. Lease/Option to Lease Agreements must include the actual/anticipated
term of the agreement and actual/anticipated lease expense. The legal interests described herein must
be valid on the date of the Agency's consideration of the certificate of need application.

Response: The Applicant is located on an 18.55 acre site in downtown Memphis. The original lease

between the Applicant and Shelby County began in 1981, and is for 50 years. Appropriate documents are
included as Attachment A.6.
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5. Name of Management/Operating Entity (If Applicable)

Please see Note on Page 5

Name
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. Please see Attachment A.5.

6. Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B.  Option to Purchase E.  Other (Specify)
C. Leaseof _X Years 50

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Attachment A.6.

Type of Institution (Check as appropriate--more than one response may apply.)

A. Hospital X I. Nursing Home
B. Ambulatory Surgical J.  Outpatient Diagnostic Center
Treatment Center (Multi-Specialty) K. Recuperation Center
C. ASTC L. Rehabilitation Facility
D. Home Health Agency M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F.  Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institutional (Specify)
Habilitation Facility (ICF/MR) Q. Other (Specify)
8. Purpose of Review (Check as appropriate--more than one response may apply.)
A. New Institution * H. Change In Bed Complement
B. Replacement/Existing Facility (Please note the type of change
C. Modification/Existing Facility X by underlining the appropriate
D. Initiation of Health Care Service response: Increase, Decrease,
as defined in TCA §68-11-1607(4) Designation, Distribution,
E.  Specify Conversion, Relocation) X
I.  Change of Location
F.  Discontinuance of OB Services J. Other (Specify) convert 10 Med/surg
G.  Acquisition of Equipment to rehab, add 3 outpatient ORs X
7
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9.

Response: Except for Licensed and Total line, the chart below represents STAEF. ds.
d Ay e

*

%k

staffing of an additional 20 Med/surg beds will only increase the number of staffed beds from 325 to

. Nursing Facility Level 1 (Medicaid only)

CHOUPONOZEZrA-"TZOoTmWO QR

Bed Complement Data

Medical

SUPPLEMENTA!

Please indicate current and proposed distribution and certification of facility beds.

TOTAL

Surgical (Orthopedic)

Long-Term Care Hospital

Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility (non-Medicaid Certified)

Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2 (dually-certified)

ICF/MR

Adult Chemical Dependency

Child & Adolescent Chemical Dependency

Swing Beds

Mental Health Residential Treatment

Residential Hospice

Current Beds Staffed Beds Beds at
Licensed CON* Beds Proposed Completion
430 124 20 420

6 6 6
45 45 45
61 61 61
69 69 69
20 20 10 30

631 325 30 631**

TOTAL

CON Beds approved but not yet in service

Of the total, the existing 120 staffed “Medical” beds are Med/Surg beds. Also, the Applicant is
licensed for 631 beds, and that number will not change. The “addition” of the 10 rehab beds and

355 — it will not alter the number of licensed beds, which will remain at 631 total.

8-R
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10.

11.

12.

13.

Medicare Provider Number
Certification Type

Medicare Provider Number
Certification Type
Medicaid Provider Number

Certification Type

Medicaid Provider Number
Certification Type

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

Response: N/A.

Identify all TennCare

440152

Hospital

44T152

Rehab Distinct Unit

NPI# 1144213117

Hospital

NPI # 1053393231

Rehab Distinct Unit

Managed Care

Organizations/Behavioral

Health

Organizations (MCOs/BHOs) operating in the proposed service area. Will this
project involve the treatment of TennCare participants? Yes If the response to
this item is yes, please identify all MCOs/BHOs with which the applicant has

contracted or plans to contract.

place with MCOs/BHOs in the area.

Discuss any out-of-network relationships in

Response: We have TennCare contracts with UHC/Americhoice, Blue Care and TNCare Select. These
contracts will not change as a result of this project.

The Applicant will contract with any new MCOs that provide services in the area.
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NOTE: Section B is intended to give the applicant an opportunity to describe the project and to discuss
the need that the applicant sees for the project. Section C addresses how the project relates to
the Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the criteria should
not take place in this section unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified correctly
and in the correct sequence. In answering, please type the question and the response. All exhibits and
tables must be attached to the end of the application in correct sequence identifying the questions(s) to
which they refer. If a particular question does not apply to your project, indicate “Not Applicable
(NA)” after that question.

I Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and equipment,
ownership structure, service area, need, existing resources, project cost, funding, financial feasibility
and staffing.

Response: Shelby County Health Care Corporation, d/b/a, Regional Medical Center at Memphis, 877
Jefferson Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant” or “The MED”), owned
and managed by itself, files this Certificate of Need for (a) the conversion of the license for ten (10)
med/surg beds to rehab beds, and (b) the relocation of its existing twenty (20) bed rehab unit, after which
a thirty (30) bed rehab unit will be operated in Turner Tower; (c) the addition of three (3) operating
rooms to be dedicated to outpatient surgery, which rooms will be operated in Turner Tower as a
department of the Applicant; (d) the general renovation of Turner Tower, including the buildout of
unused space for a twenty-four (24) bed unit which will be utilized as med/surg hospital beds; and (e) the
relocation of an existing ten (10) bed med/surg unit to Turner Tower, which will result in six (6) staffed
med/surg beds. Other than mentioned above, there are no new licensed beds and no major medical
equipment involved with this project. The number of total licensed beds will not change. No other health
services will be initiated or discontinued. It is proposed that Medicare, TennCare (Medicaid),
commercially insured, and private-pay patients will continue to be served by the Applicant, which will
continue to be licensed by the Tennessee Department of Health. The estimated project cost is anticipated
to be approximately $28,400,000, including filing fee.

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
patients who originate in Tennessee were from Shelby County in 2011, according to the provisional JAR
for that year. The MED provided 68,095 inpatient days to Tennessee residents in 2011, with 60,247
originating from Shelby County. With that said, the Applicant also provided care to patients from 31
total counties in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for
care in 2011. In addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient
days were provided to residents of other states, bringing the total inpatient days to 90,772. While this
data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby
County is our primary service area.

The Applicant currently operates a twenty (20) bed rehab unit in one of the older buildings on campus.
These beds traditionally operate at a very high utilization, operating at 98.3%, 99.2%, 98.5% and 95.0%
during 2008 — 2011, respectively. Rehab inpatient days have accounted for 6.4%, 7.1%, and 7.2% of our
total inpatient days at our hospital for FY 2009 — FY 2011, respectively. Therefore, rehab is increasing
its percentage of inpatient days provided at our hospital. Most of our rehab patients are referred from
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within the hospital. We have the third busiest trauma center the United States, and many of our rehab
patients are former trauma patients. About forty percent (40%) of our discharged patients, eligible for
inpatient rehab treatment, are treated in our rehab unit, while the remaining sixty percent (60%) are
treated in other facilities or in their homes. A significant number of these patients have no coverage. The
existing 20 bed rehab unit will be moved to Turner Tower, which is being renovated, and ten (10)
additional rehab beds will be realized through the conversion of the license for ten (10) med/surg beds,
after which a thirty (30) bed rehab unit will be in Turner Tower. Twenty-four (24) of those beds will be
located on the third floor, and the remaining six (6) rehab beds will be on the second floor. There will be
no increase in our total licensed bed count of 631.

The Applicant currently operates fourteen (14) ORs and Special Procedure Rooms. None of these
existing surgery suites are dedicated to outpatient surgery. Therefore, patients receiving outpatient
surgery are incorporated into the inpatient surgery suites and schedule. This application will add three (3)
dedicated outpatient surgery suites in the Turmner Tower, plus shell in a fourth suite for later use as
needed. The dedication of these surgery suites for outpatient surgery will free up existing suites for more
inpatient procedures and expedite throughput. More importantly, this will result in a special area of the
Applicant’s campus where all outpatient surgery patients can present, receive services, and be discharged
in a more efficient manner.

Finally, the Turner Tower is one of our more recently-constructed buildings, having been completed in
1992. As is well-known, Memphis sits on or close to the New Madrid fault, and the Turner Tower was
designed and constructed to meet seismic safety requirements in effect at that time. When originally
constructed, the lower floors were utilized for various hospital functions, and the upper floors were
shelled in for future use. Those upper floors still stand empty. Since other renovations are taking place
in Turner Tower with the approval of this project, there were efficiencies in renovating and building out
the 4™ Floor of the building at the same time. The 4" Floor will house a 24 med/surg bed unit, but there
will be no increase in the licensed bed count of 631. The Applicant will be able to utilize these 24 beds
for any med/surg purpose as other buildings and existing and needed services on campus are evaluated.
Current estimates are that approximately $800,000 dollars will be saved by building out all floors now,
rather than waiting for a next phase of renovation to the campus.

Approximately 85,580 GSF will be renovated, about 3,000 GSF of which is in the Chandler Building and
the remainder in thé Turner Tower. Even though the Turner Tower was completed around 1992, much of
the building has remained empty, and several floors do not even have HVAC systems installed.
Therefore, the term “renovated” is a little misleading. Major interior construction will occur. As one of
the newest buildings on campus, Turner Tower is fully sprinkled and has a floor-to-floor height that will
accommodate modern mechanical systems used in healthcare facilities. Costs are comparable to similar

projects.

It is important that patients on The MED’s campus be in buildings that are likely to withstand the shock
of earthquakes and tremors. Fortunately, the Turner Tower was built to withstand expected earthquake
shocks at the time it was constructed. Moving services into the Turner Tower will continue the
placement of patients in more modern, efficient and seismic ready areas on campus and help free up older
buildings for either retrofit or removal.
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IL. Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of major
Medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square footage, major
operational areas, room configuration, etc. Applicants with hospital projects (construction
cost in excess of $5 million) and other facility projects (construction cost in excess of $2
million) should complete the Square Footage and Cost per Square Footage Chart. Utilizing
the attached Chart, applicants with hospital projects should complete Parts A.-E. by
identifying as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along with
current square footage, where, if any, the unit/service will relocate temporarily during
construction and renovation, and then the location of the unit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects meed only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this
project.

If the project involves none of the above, describe the development of the proposal.

Response: Shelby County Health Care Corporation, d/b/a, Regional Medical Center at Memphis, 877
Jefferson Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant” or “The MED”), owned
and managed by itself, files this Certificate of Need for (a) the conversion of the license for ten (10)
med/surg beds to rehab beds, and (b) the relocation of its existing twenty (20) bed rehab unit, after which
a thirty (30) bed rehab unit will be operated in Turner Tower; (c) the addition of three (3) operating
rooms to be dedicated to outpatient surgery, which rooms will be operated in Turner Tower as a
department of the Applicant; (d) the general renovation of Turner Tower, including the buildout of
unused space for a twenty-four (24) bed unit which will be utilized as med/surg hospital beds; and (e) the
relocation of an existing ten (10) bed med/surg unit to Turner Tower, which will result in six (6) staffed
med/surg beds. Other than mentioned above, there are no new licensed beds and no major medical
equipment involved with this project. The number of total licensed beds will not change. No other health
services will be initiated or discontinued. It is proposed that Medicare, TennCare (Medicaid),
commercially insured, and private-pay patients will continue to be served by the Applicant, which will
continue to be licensed by the Tennessee Department of Health. The estimated project cost is anticipated
to be approximately $28,400,000, including filing fee.

The MED traces its roots to the City of Memphis Hospital, built in 1936, consisting primarily of open
wards for inpatient beds. Through the years, additions have been made to the campus as more demands
were placed on the hospital and more services were offered. That original building, renamed the John
Gaston Building, no longer exists. The City of Memphis transferred ownership of the hospital to Shelby
County, and in around 1983/84 the hospital started doing business as Regional Medical Center at
Memphis/The MED. Today, The MED is licensed for 631 hospital beds, and serves as a regional medical
center for patients not only from Shelby County, but from an additional 30 Tennessee Counties and 10

other states.

From a historical point of view, the Applicant has not enjoyed financial success in the past as other
hospitals in Memphis improved their respective campuses and added services. Following a brief period
of time when a management company was brought in, a new senior administration was hired recently
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(2010) to oversee the improvement of both the physical plant and to enhance patient services at the
facility. Both the management company and new senior management have been able to cut expenses,
streamline processes, rework contracts, enhance the quality of services, and improve the financial
viability of The MED. This CON project is the next phase of planned improvements to the campus in an
effort to further improve both the quality of services being provided to our patients and our physical
plant. At present, there is no formally-adopted long range plan, but several areas of the campus continue
to be studied by senior leadership, key department heads, and the Board of Directors.

See Attachment B.IIIA.1 for a property map and view of the existing campus at The MED.

The Applicant’s primary service area is Shelby County. Approximately 88.5% of the Applicant’s
patients who originate in Tennessee were from Shelby County in 2011, according to the provisional JAR
for that year. The MED provided 68,095 inpatient days to Tennessee residents in 2011, with 60,247
originating from Shelby County. With that said, the Applicant also provided care to patients from 31
total counties in Tennessee in 2011, and patients from at least 10 other states came to the Applicant for
care in 2011. In addition to the 68,095 patient days provided to Tennessee residents, 22,677 inpatient
days were provided to residents of other states, bringing the total inpatient days to 90,772. While this
data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby
County is our primary service area.

The Applicant currently operates a twenty (20) bed rehab unit in one of the older buildings on campus.
These beds traditionally operate at a very high utilization, operating at 98.3%, 99.2%, 98.5% and 95.0%
during 2008 — 2011, respectively. Rehab inpatient days have accounted for 6.4%, 7.1%, and 7.2% of our
total inpatient days at our hospital for FY 2009 — FY 2011, respectively. Therefore, rehab is increasing
its percentage of inpatient days provided at our hospital. Most of our rehab patients are referred from
within the hospital. We have the third busiest trauma center the United States, and many of our rehab
patients are former trauma patients. About forty percent (40%) of our discharged patients, eligible for
inpatient rehab treatment, are treated in our rehab unit, while the remaining sixty percent (60%) are
treated in other facilities or in their homes. A significant number of these patients have no coverage. The
existing 20 bed rehab unit will be moved to Tumer Tower, which is being renovated, and ten (10)
additional rehab beds will be realized through the conversion of the license for ten (10) med/surg beds,
after which a thirty (30) bed rehab unit will be in Turner Tower. Twenty-four (24) of those beds will be
located on the third floor, and the remaining six (6) rehab beds will be on the second floor. There will be
no increase in our total licensed bed count of 631.

See Attachment B.II1 A2 for a chart showing rehab bed utilization in Shelby County, 2008 —2010. At the
time of writing this application, not all Shelby County JARs have been filed, and many of the filed JARs
are provisional. Therefore, this attachment contains the latest vetted data.

The Applicant currently operates fourteen (14) ORs and Special Procedure Rooms. At present, The MED
has 8 ORs on the 4™ Floor of the Chandler Building (built in1963), 1 Cysto Procedure Room in Chandler,
4™ Floor, 4 Trauma ED ORs on the ground floor of the Jefferson Building (1981), and 1 OR in the Burn
Unit on the Ground Floor of Turner Tower (1992/3). None of these existing surgery suites are dedicated
to outpatient surgery. Therefore, patients receiving outpatient surgery are incorporated into the inpatient
surgery suites and schedule. There have been numerous examples of outpatients arriving at The MED for
surgery early in the morning, only to be assigned to a holding area awaiting time to have the procedure
“worked in” to the existing schedule. Either the outpatient has surgery late in the day, or goes home only
to come back the next day and await time in one of the surgery suites. Mixing inpatient and outpatient
procedures create inefficiencies in the inpatient environment as more acute, more serious inpatient
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surgeries receive priority, many times at the last minute. As stated earlier, The MED operates a Level 1
ER, and has the 3" busiest Trauma Center in the nation.

This application will add three (3) dedicated outpatient surgery suites in the Turner Tower, plus shell in a
fourth suite for later use as needed. The dedication of these surgery suites for outpatient surgery will free
up existing suites for more inpatient procedures and expedite throughput for both inpatient and outpatient
procedures. More importantly, this will result in a special area of the Applicant’s campus where all
outpatient surgery patients can more predictably present, receive services, and be discharged in a more
efficient manner. Patients will be directed to a dedicated drop-off point where valet parking will be
available, families will know the specific location of where their loved ones will be, and patients will be
delivered to the curb following surgery. The resulting separate entrance, separate waiting area, separate
registration, separate scheduling and separate location at The MED will improve patients’ experience.
Outpatient surgery at The MED will also become more efficient, reduce costs, and improve scheduling

for both I/P and O/P surgery.

The assumption was made that at least 90% of all outpatient surgery procedures in the existing Chandler
ORs would be performed in the new dedicated outpatient ORs. Such would result in full capacity for 2
dedicated outpatient ORs. In addition, the improved patient experience (mentioned above) will attract
more patients to our outpatient surgery department. With these key assumptions in mind, it was decided
that The MED’s projected demand for dedicated outpatient surgety would require 3 ORs. In addition,
sufficient space is available for a 4™ dedicated OR, so that space will be shelled out during this buildout.

See Attachment B.III.A.3 for a chart showing hospital surgery utilization in Shelby county, 2008 — 2010,
and Attachment B.IILA.4 for a multipage chart showing OR utilization in existing ASTCs in Shelby
County, 2008 —2011. (Note: the hospital attachment does not contain data for 2011, because at the time
of writing that year had not been vetted...the ASTC attachment does contain data for 2011, because that

year had been vetted)

Finally, the Turner Tower is one of our more recently-constructed buildings, having been completed in
1992. As is well-known, Memphis sits on or close to the New Madrid Fault, and the Turner Tower was
designed and constructed to meet seismic safety requirements in effect at that time. When originally
constructed, the lower floors were utilized for various hospital functions, and the upper floors were
shelled in for future use. Those upper floors still stand empty. Since other renovations are taking place
in Turner Tower with the approval of this project, there were efficiencies in renovating and building out
the 4™ Floor of the building at the same time. The 4™ Floor will house a 24 med/surg bed unit, but there
will be no increase in the licensed bed count of 631. The Applicant will be able to utilize these 24 beds
for any med/surg purpose as other buildings and existing and needed services on campus are evaluated.
Current estimates are that approximately $800,000 dollars will be saved by building out all floors now,
rather than waiting for a next phase of renovation to the campus.

Almost all of the renovation entailed in this project will involve the Turner Tower, much of which is now
empty, as follows:

The Basement will house a six (6) bed med/surg unit formerly housed in the Adams Building;
The Ground Floor will continue to be utilized by the current Burn Center;

The shelled first floor space will be built out to house the new 3 OR suite dedicated outpatient
surgery department of the hospital, along with a shelled-in 4™ OR;
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There is an existing CCU Waiting Room on the second floor of Turner Tower, but that waiting
room will be relocated to the adjacent Chandler Building. The vacated space will be renovated
for 6 beds of the 30 total bed rehabilitation department. The hospital's Inpatient Pharmacy will
continue to occupy its space on this floor;

The shelled-in third floor will be built out to accommodate 24 rehabilitation beds. Note that the
existing 20 bed rehabilitation unit will be moved from the Adams Building to the Turner Tower.
The Adams Building' was constructed in 1945. The current rehab unit there has twelve (12)
semi-private rooms, and no longer meets today’s requirements for rehabilitation beds. The total
increase of ten rehabilitation beds will be accomplished by converting ten licensed med/surg beds
to rehabilitation beds. Therefore, the "increase" in the rehabilitation department (from 20 beds to
30 beds) will be accomplished with no increase in hospital bed licensure; and

The shelled-in fourth floor will be built out to house 24 med/surg beds, again, with no increase in
the number of licensed beds.

As a result of these changes, our “staffed” bed count will increase from 325 to 355, but there will
be no increase in the number of licensed beds which will remain at 631.

Approximately 85,580 GSF will be renovated, about 3,000 GSF of which is in the Chandler Building and
the remainder in the Turner Tower. Even though the Turner Tower was completed around 1992, much of
the building has remained empty, and several floors do not even have HVAC systems installed.
Therefore, the term “renovated” is a little misleading. Major interior construction will occur. As one of
the newest buildings on campus, Turner Tower is fully sprinkled and has a floor-to-floor height that will
accommodate modern mechanical systems used in healthcare facilities.

The CCU Waiting Room is now located in Turner Tower, but it will be moved to the Chandler Building
where it will occupy approximately 3,000 GSF. The Square Footage and Cost Per Square Footage Chart
indicates that Rehab will occupy approximately 22,400 GSF, Outpatient OR Department will occupy
approximately 17,500 GSF, and further renovation on the Ground, 2"® and 4™ Floors of Turner Tower
will affect approximately 42,680 GSF. Total cost of construction will approximate $203 per GSF. As
might be expected with this major buildout, in light of some major support systems now missing in the
Tower, the anticipated cost is somewhere in between average costs of construction and average costs of
renovation for hospital projects. This project is financially feasible, based on cost information gathered
by the HSDA for hospital projects between 2009 and 2011, as seen in the next chart:

! The approval of this CON application will result in the removal of all clinical services from the Adams Building.
15
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Hospital Construction Cost Per Square Foot

Years: 2009 — 2011

Renovated New Total
Construction Construction Construction
1% Quartile $125.84/sq ft $235.86/sq ft $167.99/sq ft
Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3" Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011

See Attachment B.IILA.1 for a property map and view of the existing campus at The MED. Note the age
of many of the buildings: Adams (1945), Rout (1956 and 1973), Chandler (1963), Jefferson (1981),
Turner Tower (1992), Medplex (1994), and at least one support building constructed in 1942. Only the
Turner Tower and the Medplex buildings were designed to meet seismic safety requirements in effect at
the time of construction.

16
63



64



B. Identify the number and type of beds increased, decreased, converted, relocated, designated,
and/or redistributed by this application. Describe the reasons for change in bed allocations and
describe the impact the bed change will have on the existing services.

Response: The MED is licensed for 631 beds, but staffed only 325 beds last year. The “increase” of 10
rehab beds will be attained through the conversion of 10 unstaffed beds into rehab beds, with no increase

in the licensed bed count.

The Applicant currently operates a twenty (20) bed rehab unit in one of the older buildings on campus.
These beds traditionally operate at a very high utilization, operating at 98.3%, 99.2%, 98.5% and 95.0%
during 2008 — 2011, respectively. Rehab inpatient days have accounted for 6.4%, 7.1%, and 7.2% of our
total inpatient days at our hospital for FY 2009 — FY 2011, respectively. Therefore, rehab is increasing
its percentage of inpatient days provided at our hospital. Most of our rehab patients are referred from
within the hospital. We have the third busiest trauma center the United States, and many of our rehab
patients are former trauma patients. About forty percent (40%) of our discharged patients, eligible for
inpatient rehab treatment, are treated in our rehab unit, while the remaining sixty percent (60%) are
treated in other facilities or in their homes. A significant number of these patients have no coverage. The
existing 20 bed rehab unit will be moved to Turner Tower, which is being renovated, and ten (10)
additional rehab beds will be realized through the conversion of the license for ten (10) med/surg beds,
after which a thirty (30) bed rehab unit will be in Turner Tower. Twenty-four (24) of those beds will be
located on the third floor, and the remaining six (6) rehab beds will be on the second floor. There will be
no increase in our total licensed bed count of 631.

Finally, the Turner Tower is one of our more recently-constructed buildings, having been completed in
1992. When originally constructed, the lower floors were utilized for various hospital functions, and the
upper floors were shelled in for future use. Those upper floors still stand empty. Since other renovations
are taking place in Turner Tower with the approval of this project, there were efficiencies in renovating
and building out the 4™ Floor of the building at the same time. The 4™ Floor will house a 24 med/surg
bed unit, but there will be no increase in the licensed bed count of 631. The Applicant will be able to
utilize these 24 beds for any .med/surg purpose as other buildings and existing and needed services on
campus are evaluated. Current estimates are that approximately $800,000 dollars will be saved by
building out all floors now, rather than waiting for a next phase of renovation to the campus.

Since the 24 med/surg beds to be located on the 4™ Floor of Turner Tower will also be realized by
“increasing” the number of staffed beds from 325 to 355, there will be no increase in the total licensed bed
count at The MED, which count shall remain at 631.

As our total licensed bed count will not change, there should be no negative impact on other hospitals in
Memphis.
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C. As the applicant, describe your need to provide the following health care services (if
applicable to this application):

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

3 Hospice Services

10.  Residential Hospice

11.  ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14.  Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16.  Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18.  Positron Emission Tomography

19.  Radiation Therapy/Linear Accelerator

20 Rehabilitation Services

21. Swing Beds

VP NG AW

Response: Rehabilitation Services: The Applicant currently operates a twenty (20) bed rehab unit in
one of the older buildings on campus. These beds traditionally operate at a very high utilization,
operating at 98.3%, 99.2%, 98.5% and 95.0% during 2008 — 2011, respectively. Rehab inpatient days
have accounted for 6.4%, 7.1%, and 7.2% of our total inpatient days at our hospital for FY 2009 — FY
2011, respectively. Therefore, rehab is increasing its percentage of inpatient days provided at our
hospital. Most of our rehab patients are referred from within the hospital. We have the third busiest
trauma center the United States, and many of our rehab patients are former trauma patients. About forty
percent (40%) of our discharged patients, eligible for inpatient rehab treatment, are treated in our rehab
unit, while the remaining sixty percent (60%) are treated in other facilities or in their homes. A
significant number of these patients have no coverage. The existing 20 bed rehab unit will be moved to
Turner Tower, which is being renovated, and ten (10) additional rehab beds will be realized through the
conversion of the license for ten (10) med/surg beds, after which a thirty (30) bed rehab unit will be in
Turner Tower. Twenty-four (24) of those beds will be located on the third floor, and the remaining six
(6) rehab beds will be on the second floor. There will be no increase in our total licensed bed count of

631.

It is important to bear in mind that while data requested by the Joint Annual Reports tracks total rehab
bed utilization and patient origin information, it does not track rehab bed utilization by county of origin.
It was felt that the historic high utilization of the Applicant’s rehab unit had to be a result of its Level I
Emergency Room and Trauma Center.

To that end, The MED contracted with a nationally-known consulting firm (Murer Consultants, Inc.) to
examine rehab bed utilization. Murer conducted both a population-based study and a discharge-based
study to help determine the need for rehab beds at The MED. The population-based analysis centered on
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three states: West Tennessee, Northern Mississippi, and Northeastern Arkansas, and involved geographic
circles around Memphis. Based on the more conservative geographic “ring” of population around
Memphis, Murer concluded that at least 206 rehab beds (at 100% occupancy) to 243 rehab beds (at 85%
occupancy) would be needed in Memphis to properly serve rehab patients in an inpatient setting.
Utilizing a wider geographic “ring” the conclusion was reached that 284 rehab beds (at 100% occupancy)
to 334 rehab beds (at 85% occupancy) would be needed.

An analysis of discharges of patients from The MED’s rehab unit resulted in another set of figures, more
specific to just The MED. This analysis looked at specific data regarding patients who had been
discharged, including DRG-specific information, average length of stay, and number of patient days in
the rehab unit. By analyzing just those patients being discharged from The MED’s rehab unit, the study
showed a need at The MED for 35 rehab beds (at 100% occupancy) to 41 rehab beds (at 85% occupancy).
This study showed that beds were needed at The MED to continue serving rehab patients with the

following needs:

Discharge Based Analysis

Rehab Bed Need
The MED
Category Rehab
Bed Need

Stroke 2
Brain Injury 4
Neurological Disorders 1
Amputation 1
Polyarthritis incl. Rheumatoid Arth 0
Orthopedic with CC (Fx of Femur) 3
Major Multiple Trauma 15
Spinal Cord Injury 4
Pulmonary/Respiratory 1
Burns - 4
Total Beds at 100% occupancy 35
Total Beds at §5% occupancy 41

Source: Murer Consultants, Inc., 06/2012

The conclusion reached in the Murer report was that The MED could easily support an additional ten (10)
rehabilitation beds.

Please see Attachment B.III A.2 for a chart showing rehab bed utilization in Shelby County, 2008 — 2010.
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D. Describe the need to change location or replace an existing facility.

Response: N/A.

E. Describe the acquisition of any item of major medical equipment (as defined by the Agency
Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic resonance
imaging (MRI) scanner, positron emission tomography (PET) scanner, extracorporeal
lithotripter and/or linear accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Total cost; (As defined by Agency Rule).
P Expected useful life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.

b. Provide current and proposed schedules of operations.

Response: N/A.

2 For mobile major medical equipment:

List all sites that will be served;

Provide current and/or proposed schedule of operations;
Provide the lease or contract cost.

Provide the fair market value of the equipment; and
List the owner for the equipment.

e TH

‘Response: N/A.

3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the
case of equipment purchase include a quote and/or proposal from an equipment
vendor, or in the case of an equipment lease provide a draft lease or contract that at
least includes the term of the lease and the anticipated lease payments.

Response: N/A.
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III.  (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which
must include:

Size of site (in acres)
Location of structure on the site; and

Location of the proposed construction.

PP

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are required for all

projects.
Response:
1. The size of the medical complex approximates 18.55 Acres. Please see attached plot plan

(Attachment B.1IL.A.1).

2 Please see Attachment B.IILA.1. This attachment indicates the location of the existing buildings
on the site. Most of the build outs will be in Turner Tower, with about 3,000 GSF of renovation
to the adjacent Chandler Building.

B, There is no proposed construction, as normally intimated by this question, as the space already
exists. There will be a major buildout to Turner Tower, its position noted on Attachment
B.IILA.1. When Turner Tower was completed in 1992, the upper floors were only shelled in,
and remain empty to this day. This project will entail a major buildout, including HVAC and
other mechanical systems, resulting in higher costs than might be anticipated in most renovation

projects.

4. Attachment B.IILA.1 shows that The MED is bounded by Jefferson Avenue, N. Pauline Street,
Madison Avenue, and N. Dunlap Avenue. The site is downtown Memphis and is readily
accessible to patients, family members, and other health care providers. Other hospitals are
located nearby. This attachment also shows that other providers even own plots of land located
within this block.

(B) Describe the relationship of the site to public transportation routes, if any, and to
any highway or major road developments in the area. Describe the accessibility of
the proposed site to patients/clients.

Response: Attachment B.IILA.1 shows that The MED is bounded by Jefferson Avenue, N. Pauline
Street, Madison Avenue, and N. Dunlap Avenue. The site is downtown Memphis, close to I-240 and is
readily accessible to patients, family members, and other health care providers. Public transportation is
available.

21
73



74



IV.  Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet
of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be
drawn to scale.

Response: Please see Attachment B.IV (5 pages) for a footprint of the basement and floors 1 - 4 of the
Turner Tower. Almost all of the renovation entailed in this project will involve the Turner Tower, much
of which is now empty, as follows:

The Basement will house a six (6) bed med/surg unit formerly housed in the Adams Building;
The Ground Floor will continue to be utilized by the current Burn Center;

The shelled first floor space will be built out to house the new 3 OR suite dedicated outpatient
surgery department of the hospital, along with a shelled-in 4™ OR;

There is an existing CCU Waiting Room on the second floor of Turner Tower, but that waiting
room will be relocated to the adjacent Chandler Building. The vacated space will be renovated
for 6 beds of the 30 total bed rehabilitation department. The hospital's Inpatient Pharmacy will
continue to occupy its space on this floor;

The shelled-in third floor will be built out to accommodate 24 rehabilitation beds. Note that the
existing 20 bed rehabilitation unit will be moved from the Adams Building to the Turner Tower.
The Adams Building® was constructed in 1945. The current rehab unit there has twelve (12)
semi-private rooms, and no longer meets today’s requirements for rehabilitation beds. The total
increase of ten rehabilitation beds will be accomplished by converting ten licensed med/surg beds
to rehabilitation beds. Therefore, the "increase" in the rehabilitation department (from 20 beds to
30 beds) will be accomplished with no increase in hospital bed licensure; and

The shelled-in fourth floor will be built out to house 24 med/surg beds, again, with no increase in
the number of licensed beds.

As a result of these changes, our “staffed” bed count will increase from 325 to 355, but there will
be no increase in the number of licensed beds which will remain at 631.

? The approval of this CON application will result in the removal of all clinical services from the Adams Building.
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Ya For a Home Health Agency or Hospice, identify:

Existing service area by County;
Proposed service area by County;
A parent or primary service provider;

Existing branches; and

h RO D =

Proposed branches.

Response: N/A.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is necessary to provide
needed health care in the area to be served, can be economically accomplished and maintained,
and will contribute to the orderly development of health care.” The three (3) criteria are further
defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state
health plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated $68-11-
1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II) Economic
Feasibility, and (IITI) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11” white paper. All exhibits
and tables must be attached to the end of the application in correct sequence identifying the
question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (N/A).”

QUESTIONS
NEED
1. Describe the relationship of this proposal toward the implementation of the State Health

Plan and Tennessee’s Health: Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of Need Categories
that are applicable to the proposed project. Do not provide responses to General Criteria
and Standards (pages 6-9) here.

Response: Please see Attachment Rehab Services and Attachment Renovation.

Further, the State Health Plan lists the following Five Principles for Achieving Better Health, and are
based on the Division's enacting legislation:

1. The purpose of the State Health Plan is to improve the health of Tennesseans;
The MED has been serving patients since 1936, and continues to this day. Many changes have been
made at the hospital, and more are planned, including this project. The MED’s goals are consistent with
the State Health Plan, and this project will improve the health of Tennesseans.

2. Every citizen should have reasonable access to health care;

The MED accepts all patients who present for care, irrespective of their ability to pay.

3. The state's health care resources should be developed to address the needs of Tennesseans
while encouraging competitive markets, economic efficiencies, and the continued
development of the state's health care system;
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The development of services at The MED has always been the result of attempts to meet the needs of
Tennesseans. In today’s competitive market, patients are drawn to more modern facilities. This project
will result in improvement of both services and the physical plant in which to provide those services.
Therefore, the approval of this application will enhance the “development” of hospital services in the

proposed service area.

4. Every citizen should have confidence that the quality of health care is continually monitored
and standards are adhered to by health care providers; and

Tennessee is fortunate to have an excellent licensing division of the Department of Health. The Board of
Licensing Health Care Facilities provides standards for and monitoring of licensed health care providers.
This Applicant is fully licensed by the Department of Health and is certified by Medicare, Medicaid
(TennCare), the Joint Commission on Accreditation of Healthcare Organizations (JCAHO, most recent
survey 06/08/2011), and the Commission on Accreditation of Rehabilitation Facilities (CARF, most
recent survey 11/01/2009).

5. The state should support the development, recrnitment, and retention of a sufficient and
quality health care workforce.

The Applicant is committed to providing safe working conditions for its staff and continuing education to
its staff. The MED serves as a clinical rotation site for the UT Schools of Medicine and Nursing and
other Allied Health Professional Schools. The MED is a member of THA, AHA, TNPath, and NAPH.

b. Applications that include a Change of Site for a health care institution, provide a response
to General Criterion and Standards (4)(a-c).

Response: N/A.
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2. Describe the relationship of this project to the applicant facility’s long-range development
plans, if any.

Response: From a historical point of view, the Applicant has not enjoyed financial success in the past as
other hospitals in Memphis improved their respective campuses and added services. Following a brief
period of time when a management company was brought in, a new senior administration was hired
recently (2010) to oversee the improvement of both the physical plant and to enhance patient services at
the facility. Both the management company and new senior management have been able to cut expenses,
streamline processes, rework contracts, enhance the quality of services, and improve the financial
viability of The MED. This CON project is the next phase of planned improvements to the campus in an
effort to further improve both the quality of services being provided to our patients, and our physical
plant. At present, there is no formally-adopted long range plan, but several areas of the campus continue
to be studied by senior leadership, key department heads, and the Board of Directors.

3. Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked only with
ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).

Response: The Applicant’s primary service area is Shelby County. Approximately 88.5% of the
Applicant’s patients who originate in Tennessee were from Shelby County in 2011, according to the
provisional JAR for that year. The MED provided 68,095 inpatient days to Tennessee residents in 2011,
with 60,247 originating from Shelby County. With that said, the Applicant also provided care to patients
from 31 total counties in Tennessee in 2011, and patients from at least 10 other states came to the
Applicant for care in 2011. In addition to the 68,095 patient days provided to Tennessee residents,
22,677 inpatient days were provided to residents of other states, bringing the total inpatient days to
90,772. While this data emphasizes the “regional” nature of the Applicant’s service area, for Tennessee

purposes, Shelby County is our primary service area.

Please see Attachment C.Need.3 for a map of the service area.
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4. A.

Describe the demographics of the population to be served by this proposal.

Response: Our proposed service area is Shelby County. The projected population for the next 4 years,

according to the TN Department of Health, is as follows:

2012
2013
2014
2015
2016

949,665
956,126
963,097
970,591
976,726

In addition, U.S. Census Bureau data for the U.S., State and Shelby County is supplied as Attachment
C.Need.4.A. This attachment shows that whereas 13.4% of the 2010 Tennessee population was over 65,
only 10.4% of Shelby County population was aged. Per capita annual income in Shelby County was
$25,002 from 2006 - 2010, whereas Tennessee had an average per capita income of $23,722 for the same
reporting period. Median household income for 2006 — 2010 for Shelby County totaled $44,705, and
comparable income for the State was $43,314. Finally, 16.5% of Tennesseans live below the poverty
level, whereas 19.7% of Shelby County residents live below the poverty level.

See chart below:

Selected Demographic Estimates for Shelby County/Tennessee
(Source: U.S. Census Quickfacts)

Demographics Shelby Co. | Tennessee U.S.
65+ 10.4% 13.4% 13.0%
Per Capita $ $25,002 $23,722 $27,334
Household $ $44,705 $43,314 $51,914
Below Pov. Lvl 19.7% 16.5% 13.8%
Pop/Sq. Mile 1,216 153.9 87.4
Home Owners 61.7% 69.6% 66.6%
White 43.6% 77.6% 72.4%
Black 52.3% 16.7% 12.6%
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B. Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and low-
income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area population.

Response: According to the U.S. Department of Health and Human Services, there are 58 Medically
Underserved Area tracts in Shelby County. In addition, the same source shows that there are 113 census
tracts that are Health Professional Shortage Areas. See Attachment C.Need.4.B.

Further, the previous chart shows that Shelby County has a high percentage of racial minorities, and both
per capita income and average household income for Shelby County compare favorably with both
Tennessee and the nation. The MED accepts all patients who present for care, irrespective of their ability
to pay. The approval of this project will only enhance the care delivered to all patients at The MED,
including minorities and low income patients.
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SLIFFLENIEIN 1AL

5. Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. Be certain to list each institution and
its utilization and/or occupancy individually. Inpatient bed projects must include the following data:
admissions or discharges, patient days, and occupancy. Other projects should use the most
appropriate measures, e.g., cases, procedures, visits, admissions, etc.

Response: Historic rehab utilization is shown in Atftachment B.IILA.2. Overall occupancy was
approximately 45.0% in 2008, 66% in 2009, 61% in 2010, and 69% in 2011. The same respective years
for The MED only saw 98.3%, 99.2%, 98.5%, and 95.8%. (Note: 2011 data is from provisional JAR.)

Historic hospital surgery utilization is shown in Attachment B.IILA.3. Overall, the number of procedures
from 2008 to 2011 totaled 86,831, 93,158, 92,010, and 98,023. The same respective years for The MED
only saw 8,801, 13,189, 13,098, and 13,002. (Note: 2011 data is from provisional JAR.)

Historic ASTC surgery utilization is shown in Attachment B.IILA.4. Overall, the number of procedures
from 2008 to 2011 totaled 171,548, 173,056, 189,674, and 190,634. The MED does not operate an
ASTC.

Historic total hospital inpatient utilization is shown in Attachment C.Need.5. Overall, the occupancy rate
of hospitals in Shelby County for 2008 to 2011 averaged 59.2%, 57.8%, 56.9% and 57.7%. The same
respective years for the Med only averaged 52.9%, 49.0%, 43.9% and 41.9%.
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of the
past three (3) years and the projected annual utilization for each of the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from
referral sources, and identification of all assumptions.

Response: Historic rehab utilization is shown in Attachment B.IILA.2. Overall occupancy was
approximately 45.0% in 2008, 66% in 2009, 61% in 2010, and 69% in 2011. The same respective years
for The MED only saw 98.3%, 99.2%, 98.5%, and 95.8%. (Note: 2011 data is from provisional JAR.)

Historic hospital surgery utilization is shown in Attachment B.IILA.3. Overall, the number of procedures
from 2008 to 2011 totaled 86,831, 93,158, 92,010, and 98,023. The same respective years for The MED
only saw 8,801, 13,189, 13,098, and 13,002. (Note: 2011 data is from provisional JAR.)

Historic ASTC surgery utilization is shown in Attachment B.IIL A.4. Overall, the number of procedures
from 2008 to 2011 totaled 171,548, 173,056, 189,674, and 190,634. The MED does not operate an

ASTC.

Historic total hospital inpatient utilization is shown in Attachment C.Need.5. Overall, the occupancy rate
of hospitals in Shelby County for 2008 to 2011 averaged 59.2%, 57.8%, 56.0% and 57.7%. The same
respective years for the Med only averaged 52.9%, 49.0%, 43.9% and 41.9%.

The results of the discharge-based Murer study showed that The MED could fully occupy 35 rehab beds
at 100% or 41 beds at 85%. An extremely conservative projection is that our 30 bed rehab unit will
operate at 75% in the first year and §5% in the second year.

Projected hospital outpatient surgery utilization is shown in Attachment C.Need.7. Based on historic
utilization, the renegotiation of contracts and the fact that future outpatient surgeries will have their own
dedicated unit, the following chart is given as a sample of the projected increase in a few selected
outpatient surgery encounters in Year 1: \

Specialty 2011 Year 1

Encounters | Encounters
Otolaryngology 116 143
Obstetrics 217 244
Orthopedics 362 464
Plastic Surgery 166 218
General Surgery 339 365
Urology 164 189
Total 1,364 1,623

The above chart indicates an estimated approximate 19% increase in the number of encounters. Note
that the total encounters for 2011 (1,364) does not equal the number of encounters in our JAR (which
correctly reported 1,418 encounters). There were an 54 dental and ophthalmic encounters in 2011 that
are not reported in the chart, as these types of encounters will not be relocated at the present time. The
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cost of equipment and instruments needed to relocate these types of encounters to the new outpatient
surgery suites are presently felt to be prohibitive, based on low utilization. Accordingly, these types of
encounters will continue to be performed in the Chandler Building until such time as the cost outlay to
“move” such encounters to the new outpatient surgery suites are financially justified. In summation, the
chart above represents those types of procedures that will be relocated to the new outpatient surgery
department.

The conservative assumption was made that at least 90% of all outpatient surgery procedures in the
existing Chandler ORs would be performed in the new dedicated outpatient ORs. Such would result in
full capacity for 2 dedicated outpatient ORs. In addition, the improved patient experience (mentioned
above) will attract more patients to our outpatient surgery department. With these key assumptions in
mind, it was decided that The MED’s projected demand for dedicated outpatient surgery would require 3
ORs. In addition, sufficient space is available for a 4™ dedicated OR, so that space will be shelled out

during this buildout.

Projected hospital utilization, taken from the Projected Data Chart — Full Hospital, shows that The MED
expects to provide 89,329 and 92,902 patient days of care in Years 1 and 2, respectively.
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

- All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee).
CON filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

-- The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

- The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

- For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs.

Response: The Project Costs Chart is completed. Approximately 85,580 GSF will be renovated, about
3,000 GSF of which is in the Chandler Building and the remainder in the Turner Tower. Even though the
Turner Tower was completed around 1992, much of the building has remained empty, and several floors
do not even have HVAC systems installed. Therefore, the term “renovated” is a little misleading. Major
interior construction will occur. As one of the newest buildings on campus, Turner Tower is fully
sprinkled and has a floor-to-floor height that will accommodate modern mechanical systems used in
healthcare facilities. As a courtesy, three additional Project Costs Charts are given, breaking out the 3
parts of this project. Please see Attachment C.EF.1, which is a letter from the President/CEO of the
project manager stating that the construction costs estimate is sufficient for this project.

The CCU Waiting Room is now located in Turner Tower, but it will be moved to the Chandler Building
where it will occupy approximately 3,000 GSF. The Square Footage and Cost Per Square Footage Chart
indicates that Rehab will occupy approximately 22,400 GSF, Outpatient OR Department will occupy
approximately 17,500 GSF, and further renovation on the Ground, 2" and 4™ Floors of Turner Tower
will affect approximately 42,680 GSF. Total cost of construction will approximate $203 per GSF. As
might be expected with this major buildout, in light of some major support systems now missing in the
Tower, the anticipated cost is somewhere in between average costs of construction and average costs of
renovation for hospital projects. This project is financially feasible, based on cost information gathered
by the HSDA for hospital projects between 2009 and 2011, as seen in the next chart:
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Hospital Construction Cost Per Square Foot

Years: 2009 —2011

Renovated \ 1@!0\? na3 i Total
Construction '[m?. f %onstructiou Construction
1* Quartile $125.84/sq ft $235.86/sq ft $167.99/sq ft
Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3" Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011

Please see Attachment C.EF. 1, which is a letter from the Project Manager for this project.

33

97



98



PROJECT COSTS CHART
(Total Project)

Construction and equipment acquired by purchase.

Architectural and Engineering Fees ?-“u' PMB 1
Legal, Administrative (Excluding CON Filing Fee), Consultant
Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000)*

Other (Specify)

N YR W~

Subsection A Total

Acquisition by gift, donation, or lease.

1. Facility (Inclusive of Building and Land) (FMV)
2. Building Only

3. Land Only

4. Equipment (Specify)

5. Other (Specify)

Subsection B Total

Financing costs and fees

1. Interim Financing

2. Underwriting Costs

3. Reserve for One Year’s Debt Service
4. Other (Specify)

Subsection C Total
Estimated Project Cost (A + B + C)
CON Filing Fee

Total Estimated Project Cost (D +E) TOTAL
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942,030
860,000

17,368,137
2,718,023
3,613,000
2,853,810

28,355,000

0

h) 28.355.000
$ 45,000

) 28,400,000
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PROJECT COSTS CHART (Rehab Unit, only)

Construction and equipment acquired by purchase.

LRI R WD =

Architectural and Engineering Fees. oiy 16 P 3 1
Legal, Administrative (Excludii@wgilmg Fee), Consultant
Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000)*

Other (Specify)

Subsection A Total

Acquisition by gift, donation, or lease.

:D-b.)l\.))—a

Facility (Inclusive of Building and Land) (FMV)
Building Only

Land Only

Equipment (Specify)

Other (Specify)

Subsection B Total

Financing costs and fees

ol el e

Interim Financing

Underwriting Costs

Reserve for One Year’s Debt Service
Other (Specify)

Subsection C Total

Estimated Project Cost (A + B + C)

CON Filing Fee (Prorated)

Total Estimated Project Cost (D + E) TOTAL

35

260,684

95,700

3,890,000

428,373

672,000

558,150

5,904,907

0

5,904,907
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Construction and equipment acquired by purchasg. \) ‘\_B ?\(\
R

© 90N oA W

. PROJECT COSTS CHART

(Outpatient OR, only) -
W

Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee), Consultant
Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000)*

Other (Specify)

Subsection A Total

Acquisition by gift, donation, or lease.

i RS v

Facility (Inclusive of Building and Land) (FMV)
Building Only

Land Only

Equipment (Specify)

Other (Specify)

Subsection B Total

Financing costs and fees

B

Interim Financing

Underwriting Costs

Reserve for One Year’s Debt Service
Other (Specify)

Subsection C Total

Estimated Project Cost (A + B + C)

CON Filing Fee (Prorated)

Total Estimated Project Cost (D + E) TOTAL
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286,000

448,800

4,115,000

917,950

2,101,000

786,825

8,655,575

0

8.655,575
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PROJECT COSTS CHART uy
(Turner Tower/Infrastr uc[ﬂxe, ?ﬂyg

Construction and equipment acquired by pu:c?l-nase

2 20" 5 TS L8 o PONID S

Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee), Consultant
Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000)*

Other (Specify)

Subsection A Total

Acquisition by gift, donation, or lease.

el

Facility (Inclusive of Building and Land) (FMV)
Building Only '

Land Only

Equipment (Specify)

Other (Specify)

Subsection B Total

Financing costs and fees

=l ol S

Interim Financing

Underwriting Costs

Reserve for One Year’s Debt Service
Other (Specify)

Subsection C Total

Estimated Project Cost (A + B + C)

CON Filing Fee (Prorated)

Total Estimated Project Cost (D + E) TOTAL
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395,346

315,500

9,363,137

1,371,700

840,000

1,508,835

13,794,518

0

13,794,518
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2. Identify the funding sources for this project.

a. Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the application,
in the correct alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

A.

Commercial loan--Letter from lending institution or guarantor stating favorable
initial contact, proposed loan amount, expected interest rates, anticipated term of the
loan, and any restrictions or conditions;

Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

Grants--Notification of intent form for grant application or notice of grant award; or
Cash Reserves--Appropriate documentation from Chief Financial Officer.

Other—Identify and document funding from all other sources.

Response: This project will be financed by cash reserves. The financials of the Applicant indicate that
funds are available. In addition, J. Richard Wagers, Jr., The MED’s Sr. Executive Vice President and
CFO has furnished a letter attesting that The MED has sufficient assets to implement this project (see
Attachment C.EF.2).
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3. Discuss and document the reasonableness of the proposed project costs. If applicable, compare the
cost per square foot of construction to similar projects recently approved by the Health Services
and Development Agency.

Response: Approximately 85,580 GSF will be renovated, about 3,000 GSF of which is in the Chandler
Building and the remainder in the Turner Tower. Even though the Turner Tower was completed around
1992, much of the building has remained empty, and several floors do not even have HVAC systems
installed. Therefore, the term “renovated” is a little misleading. Major interior construction will occur.
As one of the newest buildings on campus, Turner Tower is fully sprinkled and has a floor-to-floor height
that will accommodate modern mechanical systems used in healthcare facilities.

The CCU Waiting Room is now located in Turner Tower, but it will be moved to the Chandler Building
where it will occupy approximately 3,000 GSF. The Square Footage and Cost Per Square Footage Chart
indicates that Rehab will occupy approximately 22,400 GSF, Outpatient OR Department will occupy
approximately 17,500 GSF, and further renovation on the Ground, 2™ and 4™ Floors of Turner Tower
will affect approximately 42,680 GSF. Total cost of construction will approximate $203 per GSF. As
might be expected with this major buildout, in light of some major support systems now missing in the
Tower, the anticipated cost is somewhere in between average costs of construction and average costs of
renovation for hospital projects. This project is financially feasible, based on cost information gathered
by the HSDA for hospital projects between 2009 and 2011, as seen in the next chart:

Hospital Construction Cost Per Square Foot

Years: 2009 —- 2011

Renovated New Total
Construction Construction Construction
1* Quartile $125.84/sq ft $235.86/sq ft $167.99/sq ft
Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3" Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011

39

Please see Attachment C.EF. 1, which is a letter from the Project Manager for this project.
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4. Complete Historical and Projected Data Charts on the following two pages--Do not modify the
Charts provided or submit Chart substitutions! Historical Data Chart represents revenue and expense
information for the last three (3) years for which complete data is available for the institution.
Projected Data Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections for the Proposal Only
(i.e., if the application is for additional beds, include anticipated revenue from the proposed beds only,
not from all beds in the facility).

Response: Historical and Projected Data Charts are completed. As requested, there is one Historical
Data Chart for the entire facility, one Projected Data Chart for the entire facility, one Projected Data
Chart for the 30 bed Rehab unit, and one Projected Data Chart for the Outpatient ORs.
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HISTORICAL DATA CHART - ENTIRE HOSPITAL

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in July month).
y g ( ) Pﬂ ) \_\B
1 A6 10
Response: In Thousands: '&l ;
011 2010 2009
Utilization/Occupancy Rate (Patient Days) 90,772 94.450 104,609
Revenue from Services to Patients
1. Inpatient Services 847,128 833,753 925,328
2. Outpatient Services 125,519 111,855 124,584
3. Emergency Services 157,181 140,071 156,010
4. Other Operating Revenue (Specify)_Retail
Pharmacy/Grants/Gov Support 107,096 53,402 46,959
Gross Operating Revenue 1,236,923 1,139,081 1,252,881
Deductions from Operating Revenue
1. Contractual Adjustments 556,790 518,316 607,071
2. Provision for Charity Care 257,038 250,673 295,268
3. Provision for Bad Debt 85,606 105,585 76,395
Total Deductions 899,434 874,575 978,734
NET OPERATING REVENUE 337,488 264,506 274,147
Operating Expenses
1. Salaries and Wages 137,301 132,453 155,351
2. Physician’s Salaries and Wages 23,365 22,845 22,812
3. Supplies 49.878 47,149 54,585
4, Taxes
5 . Depreciation 11,029 11,754 13,022
6. Rent
7. Interest, other than Capital 104 364 238
8. Management Fees:
a. Fees to Affiliates _
b. Fees to Non-Affiliates
9. Other Expenses (Specify) ATTACHED 68,703 68,444 78,937
Total Operating Expenses 290,379 283,010 324,946
Other Revenue (Expenses)-Net (Specify) Attached 27,324 24,035 30,582
NET OPERATING INCOME (LOSS) 74,433 5,532 (20,217)
Capital Expenditures
1. Retirement of Principal
2. Interest
Total Capital Expenditure 0 0 0
NET OPERATING INCOME (LOSS) LESSCAPITAL
EXPENDITURES 74,433 5,532 (20,217)
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HISTORICAL DATA CHART - ENTIR% H@PITAL

D.9. mmq@;ﬁﬁﬁs@ (in thousands)

2011
Insurance 5,861
Purchase Medical Services 22,889
Other Expenses 22,079
Operation of Plant 13,107
Lease Expense 4,767
Total 68,703

E. OTHER REVENUE (in thousands)

11
Investment Income 1,090
EHR Incentive Payment 0
Shelby County Support 26.234
Total 27,324

* Investment Write-off in 2010 created loss that year

42

2010
5,980
23,425
22,699
11,301
2,039
68,444

[\
(=
S
o

6,407
25,741
28,609
12,017

6.162
78,937
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PROJECTED DATA CHART

(Hospital — in Thousands)

Give information for the two (2) years following the completion of this project. The fiscal year begins in July

(month).

2012 AUG 10 pM 3 oY

A. Utilization/Occupancy (Patient Days)

B. Revenue from Services to Patients
l. Inpatient Services
2. Outpatient Services
3. Emergency Services

4. Other Operating Revenue (Specify) Retail Pharmacy/Grants/Gov

Support

Gross Operating Revenue

C. Deductions from Operating Revenue
1. Contractual Adjustments
2. Provision for Charity Care
3. Provision for Bad Debt

Total Deductions

NET OPERATING REVENUE

D. Operating Expenses
Salaries and Wages
Physician’s Salaries and Wages (Contracted)
Supplies
. Taxes
. Depreciation
. Rent
. Interest, other than Capital
Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify)_Attached

© N AU AW N~

Total Operating Expenses

EL Other Revenue (Expenses)-Net (Specify) Attached
NET OPERATING INCOME (LOSS)

F. Capital Expenditures
1. Retirement of Principal
2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES 43

Yr-2
89.329 92,902

855,731 894,239
147,753 154,402
204,040 206,081
82,903 82,996
1,290,427 1,337,718
574,248 597,242
288,772 300,335
90,048 93,654
953,068 991,231
337,359 346,487
152,162 155,967
25,616 26,128
53,938 55,016
16,000 18,500
83,359 84,158
331,075 339,770
31,116 29,316
37,400 36,033
37,400 361033
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OTHER EXPENSES

Item D 9 -- Other Expenses

Purchased Medical Services

Other Expenses
Operation of Plant
Insurance

Lease Expense

Total

Investment Income
EHR Incentive Payment
Shelby County Support
Total

(Hospital — in Thousands)
PROJECTED DATA CHART

.40 o0 3 48

$83,359

E. OTHER REVENUE
(in thousands)

44

Year 1

2,000
2,300
26.816
31,116

Year 2

28,831
34,485
13,233
3,174
4,436

$84,158

119



120



PROJECTED DATA CHART
(Rehab Unit, only)

Give information for the two (2) years following the completion of this
(month)

Utilization/Occupancy (Patient Days)

Revenue from Services to Patients
l. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify)

3
LR B

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

NET OPERATING REVENUE

Operating Expenses
Salaries and Wages

. Supplies
. Taxes
. Depreciation
Rent
Interest, other than Capital
Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify)_Attached

® N L AW

Gross Operating Revenue

Total Deductions

Physician’s Salaries and Wages (Contracted)

Total Operating Expenses

Other Revenue (Expenses)-Net (Specify)
NET OPERATING INCOME (LOSS)

Capital Expenditures
1. Retirement of Principal
2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS

CAPITAL EXPENDITURES

45

p\w;ect. The fiscal year begins in July

Yr-1 Yr2
8.213 9,308
36,505,695 41,373,122
36,505,695 41,373,122
19,082,242 21,626,540
8,899,701 10,086,329
2,555,399 2,896,119
30,537,342 34,608,988
5,968,353 6,764,134
3,400,382 3,720,432
150,243 170,276
1,151,499 1,293,432
4,702,124 5,184,140
1,266,229 1,579,994
1,266,229 1,579,994
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OTHER EXPENSES

(Rehab Unit, only)
PROJECTED DATA CHART
Item D 9 -- Other Expenses Year1l Year 2
Dues and Membership 7,000 7,000
Equipment Lease 78,000 78,000
Pharmacy 589,944 668,603
Laboratory 263,291 298,396
Respiratory 48,229 54,660
Radiology 112,239 127,204
Surgery 25,461 28,856
Departmental 25,335 28,713
Other 2,000 2,000
Total 1,151,499 1,293,432
46
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PROJECTED DATA CHART

(Outpatient OR, only)

Utilization/Occupancy (number of encounters)
Revenue from Services to Patients

l. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify)

Gross Operating Revenue

Deductions from Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care

3. Provision for Bad Debt

Total Deductions
NET OPERATING REVENUE

Operating Expenses

Salaries and Wages

Physician’s Salaries and Wages (Contracted)

Supplies
. Taxes
. Depreciation
. Rent
. Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
9. Other Expenses (Specify)_Attached

© NN R WN =

Total Operating Expenses
Other Revenue (Expenses)-Net (Specify)
NET OPERATING INCOME (LOSS)

Capital Expenditures
1. Retirement of Principal
2. Interest (on Letter of Credit)

Total Capital Expenditure
NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES

47-R

SUPPLEMENTAL

Give information for the two (2) years following the completion of this project. The fiscal year begins in July
(month)

Y-l g0 pug 252y 3 48 Yr3
1,623 1.889 2.164
17,816,600 21,773,500 26,190,400
17,816,600 21,773,500 26,190,400
9,915,800 11,942,200 14,247,200
3,741,500 4,572,400 5,500,000
1,425,300 1,741,900 2,095,200
15,082,600 18,256,500 21,842,400
2,734,000 3,517,000 4,348,000
1,295,000 1,363,000 1,493,000

25,000 25,800 26,600
708,000 853,000 1,012,000
732,000 732,000 738,000
180,000 180,000 180,000
374,800 438,900 459,100

3,314,800 3,592,700 3,908,700
(580,800) (75,700) 439,300
(580,800) (75,700) 439,300
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OTHER EXPENSES
(Outpatient OR, only)
PROJECTED DATA CHART
Item D 8 -- Other Expenses Year 1
Purchased Services 48,900
Utilities 211,200
Office/Misc Supplies 5,000
Misc Equipment Rental 6,000
Telephone 5,000
Marketing Expense 6,000
Travel 15,000
Maintenance contracts 2,000
Printing & Forms 2,400
Training/Employee 9,000
Recruitment 1,500
Dues & Subscriptions 2,500
Licenses & Fees 2,500
Accounting & Audit Fees 15,000
Hazardous Waste 2,400
Computer Support 14,400
Minor Office Equipment Purchases 7,100
Office Equipment Maintenance & Repairs 1,200
Miscellaneous Expense 17,700
Total $374,800

48-R

SUPPLEMENTAL

Year?2 Year 3
57,800 67,400
217,700 224,200
5,000 5,000
6,200 6,400
5,200 5,400
6,200 6,400
15,500 16,000
35,000 36,100
2,500 2,600
9,000 9,000
1,500 1,500
2,600 2,700
2,600 2,700
15,500 16,000
2,500 2,600
14,400 14,400
19,800 20,400
1,200 1,200
18,700 19,100
$438,900 $459,100
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5. Please identify the project’s average gross charge, average deduction er@pHBL@MENafAb and
average net charge.

Response: The MED’s 2011 JAR indicates that the approximate average inpatient gross charge per
patient day, average deduction, and the average net charge per patient ?a}/ were:

AUG 28 11 10: 4
2011 $9,332, $7,820, and $1,512.
It is projected that these respective inpatient numbers will be:

Yr1l $9,580, $8,028, and $1,552; and
Yr2 $9,626, $8,067, and $1,559.

The hospital will have a positive cash flow in Year 1 and succeeding years.

Rehab’s historic respective average numbers per patient day (gross, deductions, net) were approximately:
2009 $4,489, $3,746 and $743;
2010 $4,418, $3,700, and $718; and
2011 $4,446, $3,740, and $706.
It is projected that these numbers will approximate:
Yrl $4,445,$3,718, and $727; and
Yr2 $4,445,$3,718, and $727.

Outpatient Surgery’s historic respective average numbers per procedure (gross, deductions, net) were:

2009 $9,510, $8,170 and $1,340;
2010 $9,957, $8,939, and $1,018; and
2011 $10,455, $9,191, and $1,264.

It is projected that these numbers will approximate:

Yrl $10,978, $9,293, and $1,685; and
Yr2 $11,526, $9,665, and $1,861.

49-R
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SUPPLEMENTAL

6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal.
Additionally, describe the anticipated revenue from the proposed project and the impact on

existing patient charges.

Response: The MED’s 2011 JAR indicates that the approximate average inpatient gross charge per
patient day, average deduction, and the average net charge per patient day were:

2011 $9,332, $7,820, and $1,512.
It is projected that these respective inpatient numbers will be:

Yr1l $9,580, $8,028, and $1,552; and
Yr2 $9,626, $8,067, and $1,559.

The hospital will have a positive cash flow in Year 1 and succeeding years.

Rehab’s historic respective average numbers per patient day (gross, deductions, net) were approximately:

2009 $4,489, $3,746 and $743;
2010 $4,418, $3,700, and $718; and
2011 $4,446, $3,740, and $706.

It is projected that these numbers will approximate:
Yr1l $4,445, $3,718, and $727; and
Yr2 $4,445,$3,718, and $727.

Qutpatient Surgery’s historic respective average numbers per procedure (gross, deductions, net) were:

2009 $9,510, $8,170 and $1,340;
2010 $9,957, $8,939, and $1,018; and
2011 $10,455, $9,191, and $1,264.

It is projected that these numbers will approximate:

Yr1l $10,978, $9,293, and $1,685; and
Yr2 $11,526, $9,665, and $1,861.
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SUPPLEMENTAL

B. Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services and
Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Response: Please see Attachment C.EF.6.B for a listing of inpatient charges for hospitals in Shelby
County in 2010, the most recent year for which JARs have been vetted. Please note that the data
provided is for inpatient services, only, as directed.
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7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

Response: All of the Projected Data Charts indicate sufficient revenue to maintain cost-effectiveness.
Obviously, income is dependent upon rendering services to a sufficient number of patients.

The Hospital itself has reported profitable years since 2010, the year the new management team was
hired. In fact, The MED has increased its revenue to the extent it has sufficient cash reserves to fund
this project. Financial viability has been ensured by improvements made at the hospital, including
cutting expenses, streamlining processes, reworking contracts, enhancing the quality of services, and
improving the financial viability of The MED. This CON project is the next phase of planned
improvements to the campus in an effort to further improve both the quality of services being provided
to our patients and our physical plant.

The rehabilitation unit has contributed positively to the hospital’s margin for years, and that is
anticipated to continue. The 20 bed unit has operated at or near 100% during recent memory. This high
utilization is an obvious result of the Level I ER and extremely busy Trauma Center at The MED. These
services will continue at the hospital, and will continue to serve as a major referral source for the rehab

unit.

Likewise, outpatient surgery has generated revenue in the past, and this improvement in the provision of
outpatient surgery will have a positive impact on utilization and revenue for The MED. Based on historic
utilization, the renegotiation of contracts and the fact that future outpatient surgeries will have their own
dedicated unit, the following chart is given as a sample of the projected increase in a few selected
outpatient surgery encounters in Year 1:

Specialty 2011 Year1

Encounters | Encounters
Otolaryngology 116 143
Obstetrics 217 244
Orthopedics 362 464
Plastic Surgery 166 218
General Surgery 339 365
Urology 164 189
Total 1,364 1,623

The above chart indicates an estimated approximate 19% increase in the number of encounters. Note
that the total encounters for 2011 (1,364) does not equal the number of encounters in our JAR (which
correctly reported 1,418 encounters). There were an 54 dental and ophthalmic encounters in 2011 that
are not reported in the chart, as these types of encounters will not be relocated at the present time. The
cost of equipment and instruments needed to relocate these types of encounters to the new outpatient
surgery suites are presently felt to be prohibitive, based on low utilization. Accordingly, these types of
encounters will continue to be performed in the Chandler Building until such time as the cost outlay to
“move” such encounters to the new outpatient surgery suites are financially justified. In summation, the
chart above represents those types of procedures that will be relocated to the new outpatient surgery

department.
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It is important for The MED to continue improving its departments that generate positive cash flow, in
order to continue providing services for those who cannot pay for their health care.
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8. Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

Response: All of the Projected Data Charts indicate sufficient revenue to maintain cost-effectiveness.
Obviously, income is dependent upon rendering services to a sufficient number of patients.

The Hospital itself has reported profitable years since 2010, the year the new management team was
hired. In fact, The MED has increased its revenue to the extent it has sufficient cash reserves to fund
this project. Financial viability has been ensured by improvements made at the hospital, including
cutting expenses, streamlining processes, reworking contracts, enhancing the quality of services, and
improving the financial viability of The MED. This CON project is the next phase of planned
improvements to the campus in an effort to further improve both the quality of services being provided
to our patients and our physical plant.

The rehabilitation unit has contributed positively to the hospital’s margin for years, and that is
anticipated to continue. The 20 bed unit has operated at or near 100% during recent memory. This high
utilization is an obvious result of the Level I ER and extremely busy Trauma Center at The MED. These
services will continue at the hospital, and will continue to serve as a major referral source for the rehab

unit.

Likewise, outpatient surgery has generated revenue in the past, and this improvement in the provision of
outpatient surgery will have a positive impact on utilization and revenue for The MED. Based on historic
utilization, the renegotiation of contracts and the fact that future outpatient surgeries will have their own
dedicated unit, the following chart is given as a sample of the projected increase in a few selected
outpatient surgery encounters in Year 1:

Specialty 2011 Year 1

Encounters | Encounters
Otolaryngology 116 143
Obstetrics 217 244
Orthopedics 362 464
Plastic Surgery 166 218
General Surgery 339 365
Urology 164 189
Total 1,364 1,623

The above chart indicates an estimated approximate 19% increase in the number of encounters. Note
that the total encounters for 2011 (1,364) does not equal the number of encounters in our JAR (which
correctly reported 1,418 encounters). There were an 54 dental and ophthalmic encounters in 2011 that
are not reported in the chart, as these types of encounters will not be relocated at the present time. The
cost of equipment and instruments needed to relocate these types of encounters to the new outpatient
surgery suites are presently felt to be prohibitive, based on low utilization. Accordingly, these types of
encounters will continue to be performed in the Chandler Building until such time as the cost outlay to
“move” such encounters to the new outpatient surgery suites are financially justified. In summation, the
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chart above represents those types of procedures that will be relocated to the new outpatient surgery
department.

It is important for The MED to continue improving its departments that generate positive cash flow, in
order to continue providing services for those who cannot pay for their health care.
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9. Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and Medically indigent

patients will be served by the project.

In addition, report the estimated dollar amount of

revenue and percentage of total project revenue anticipated from each of TennCare, Medicare,

or other state and federal sources for the proposal’s first year of operation.

Response: The hospital participates in Medicare and TennCare. The traditional payor source (2011) is as

follows:

Medicaid
Medicare
Private Pay
Insurance
Worker’s Comp.

41.39%
14.11%
23.78%
18.05%

2.66%

The above percentages are based on discharges and gross charges. We do not anticipate the overall
percentages for the entire hospital will change significantly in the foreseeable future, even though various

departments may start seeing changes faster than others.

HOSPITAL: The Applicant anticipates approximately 14% of its total patients will be Medicare patients.
With Net Operating Revenue of $337,359,000 anticipated in Year 1, the impact on Medicare will be

$47,230,260 (Net of 337,359,000 times 14%).

The Applicant anticipates approximately 42% of its total patients will be Medicaid/TennCare patients.
With Net Operating Revenue of $337,359,000 anticipated in Year 1, the impact on Medicaid will

approximate $42,507,234 (Net of 337,359,000 times 42% times 30% state share of Medicaid funding).

REHAB: Traditionally, the rehab unit has the following approximate payor sources:

Medicaid
Medicare
Private Pay
Insurance
Worker’s Comp.
Other

We do not anticipate a significant change in these payor sources for the rehab unit.

10%
40%
22%
17%
3%
8%

OUTPATIENT SURGERY: Traditionally, the outpatient surgery suites have the following approximate

payor sources, with Year 1 projections given in the next column:

Medicaid
Medicare
Private Pay
Managed Care
Worker’s Comp.

34%
10%
36%
12%

8%

30%
14%
32%
16%

8%
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10. Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For new projects, provide financial information for the corporation,
partnership, or principal parties involved with the project. Copies must be inserted at the end
of the application, in the correct alpha-numeric order and labeled as Attachment C, Economic
Feasibility-10.

Response: See Attachment C.EF.10.
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11. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to
why they were rejected.

Response: Many alternatives were considered prior to filing this application. First, the improved
utilization of Turner Tower (one of the newer buildings on site) was of prime importance. The MED has
this unused space that, at the time of construction, was built to withstand anticipated earth tremors that
might occur as a result of the fault on which Memphis sits.

The rehab unit is a service that our patients need and upon which they depend. As previously stated, our
Level I ER and our Trauma Center are referral sources for our full rehab unit. Expansion of this service,
on campus, was extremely important. It was felt that expanding this service in one of our better buildings
was the best alternative, as new construction would have been more expensive.

Consideration was given to building an ASTC off-site to offload our outpatient surgery volume and
improve our patients® experience. However, this would have increased our costs, as new construction
would cost more than the renovation of Turner Tower, even though that renovation is relatively
expensive. Further, there are 29 ASTCs in the Memphis market area, but only 3 are located West of I-
240, leaving the downtown area underserved. Also, an off-campus location for these surgery suites
would reduce the number of existing outpatient procedures that could be moved from our Chandler
Building to these new suites. Further, operation of the new dedicated outpatient surgery suites as a
department of the hospital is more appropriate and space is readily available. Surgery costs savings are
projected at approximately $600,000 to $740,000 per year by having dedicated suites that operate more
efficiently than in the existing surgery suites in the Chandler Building.

Finallﬁl,‘ approximately $800,000 can be realized in construction/renovation cost savings by building out
the 4™ Floor of Turner Tower for a 24 bed med/surg unit, rather than waiting for another phase of
improvements to occur on our campus. Therefore, the costs are included in this project.

58
147



148



b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

Response: Many alternatives were considered prior to filing this application. First, the improved
utilization of Turner Tower (one of the newer buildings on site) was of prime importance. The MED has
this unused space that, at the time of construction, was built to withstand anticipated earth tremors that
might occur as a result of the fault on which Memphis sits.

The rehab unit is a service that our patients need and upon which they depend. As previously stated, our
Level I ER and our Trauma Center are referral sources for our full rehab unit. Expansion of this service,
on campus, was extremely important. It was felt that expanding this service in one of our better buildings
was the best alternative, as new construction would have been more expensive.

Consideration was given to building an ASTC off-site to offload our outpatient surgery volume and
improve our patients’ experience. However, this would have increased our costs, as new construction
would cost more than the renovation of Turner Tower, even though that renovation is relatively
expensive. Further, there are 29 ASTCs in the Memphis market area, but only 3 are located West of I-
240, leaving the downtown area underserved. Also, an off-campus location for these surgery suites
would reduce the number of existing outpatient procedures that could be moved from our Chandler
Building to these new suites. Further, operation of the new dedicated outpatient surgery suites as a
department of the hospital is more appropriate and space is readily available. Surgery costs savings are
projected at approximately $600,000 to $740,000 per year by having dedicated suites that operate more
efficiently than in the existing surgery suites in the Chandler Building.

Finally, approximately $800,000 can be realized in construction/renovation cost savings by building out
the 4™ Floor of Turner Tower for a 24 bed med/surg unit, rather than waiting for another phase of
improvements to occur on our campus. Therefore, the costs are included in this project.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations,
etc.), managed care organizations, alliances, and/or networks with which the applicant
currently has or plans to have contractual and/or working relationships, e.g., transfer
agreements, contractual agreements for health services.

Response: We have TennCare contracts with UHC/Americhoice, Blue Care and TNCare Select. These
contracts will not change as a result of this project. The Applicant will contract with any new MCOs that
provide services in the area.

The MED and its predecessors have provided acute medical services for citizens of Shelby County and
the surrounding area for generations, beginning in 1936. Today, it is a regional referral facility for a wide
catchment area. While Shelby County residents remain its main reason for existence, the hospital
provides a wide assortment of tertiary health care services for people from surrounding areas. As stated
earlier, its 2011 JAR shows that its patients originated from 31 Tennessee counties plus 10 additional
states. As such, The MED has a plethora of contractual and working relationships.

See Attachment C.OD. 1 for copies of existing relationships.
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2. Describe the positive and/or negative effects of the proposal on the health care system. Please
be sure to discuss any instances of duplication or competition arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers in the
service area of the project.

Response: The approval of this project will only result in positive outcomes, as follows:

Rehab Beds: The Applicant currently operates a twenty (20) bed rehab unit in one of the older buildings
on campus. These beds traditionally operate at a very high utilization, operating at 98.3%, 99.2%, 98.5%
and 95.0% during 2008 — 2011, respectively. Rehab inpatient days have accounted for 6.4%, 7.1%, and
7.2% of our total inpatient days at our hospital for FY 2009 — FY 2011, respectively. Therefore, rehab is
increasing its percentage of inpatient days provided at our hospital. Most of our rehab patients are
referred from within the hospital. We have the third busiest trauma center the United States, and many of
our rehab patients are former trauma patients. About forty percent (40%) of our discharged patients,
eligible for inpatient rehab treatment, are treated in our rehab unit, while the remaining sixty percent
(60%) are treated in other facilities or in their homes. A significant number of these patients have no
coverage. The existing 20 bed rehab unit will be moved to Turner Tower, which is being renovated, and
ten (10) additional rehab beds will be realized through the conversion of the license for ten (10) med/surg
beds, after which a thirty (30) bed rehab unit will be in Turner Tower. Twenty-four (24) of those beds
will be located on the third floor, and the remaining six (6) rehab beds will be on the second floor. There
will be no increase in our total licensed bed count of 631.

As most of our rehab patients are referred from within the hospital, there should be no negative impact on
existing rehab providers.

Qutpatient Surgery: The Applicant currently operates fourteen (14) ORs and Special Procedure Rooms.
None of these existing surgery suites are dedicated to outpatient surgery. Therefore, patients receiving
outpatient surgery are incorporated into the inpatient surgery suites and schedule. This application will
add three (3) dedicated outpatient surgery suites in the Turner Tower, plus shell in a fourth suite for later
use as needed. The dedication of these surgery suites for outpatient surgery will free up existing suites
for more inpatient procedures and expedite throughput. More importantly, this will result in a special
area of the Applicant’s campus where all outpatient surgery patients can present, receive services, and be
discharged in a more efficient manner. We anticipate that about 90% of existing outpatient surgeries will
shift to the new dedicated outpatient suites, which will result in 2 of our 3 dedicated suites operating at
capacity. Additionally, interviews with The MED leadership and surgeons affiliated with The MED,
other hospitals, and existing ASTCs in Memphis provided additional volume growth scenarios.

As most of our outpatient surgeries will simply shift from our inpatient suites to a dedicated outpatient
suite, there should be no negative impact on existing surgery providers.

24 bed Med/Surg Unit: Turner Tower is one of our more recently-constructed buildings, having been
completed in 1992. As is well-known, Memphis sits on or close to the New Madrid fault, and the Turner
Tower was designed and constructed to meet seismic safety requirements in effect at that time. When
originally constructed, the lower floors were utilized for various hospital functions, and the upper floors
were shelled in for future use. Those upper floors still stand empty. Since other renovations are taking
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place in Tumer Tower with the approval of this project, there were efficiencies in renovating and building
out the 4™ Floor of the building at the same time. The 4™ Floor will house a 24 med/surg bed unit, but
there will be no increase in the licensed bed count of 631. The Applicant will be able to utilize these 24
beds for any med/surg purpose as other buildings and existing and needed services on campus are
evaluated. Current estimates are that approximately $800,000 dollars will be saved by building out all
floors now, rather than waiting for a next phase of renovation to the campus.

10 bed Med/Surg Unit: Finally, a ten (10) bed med/surg unit will be relocated from the- Adams Building
to the basement of the Turner Tower, resulting in a six (6) bed med/surg unit. This relocation will enable
the Applicant to finally remove all clinical services from the Adams Building, which is 67 years old and
not the most ideal for the provision of clinical services.

Moving clinical services out of the Adams Building is of prime importance. The Adams Building is one
of the oldest buildings on the campus, it is well beyond its expected life span. When Adams was built,
there was no anticipation of the requirements of today’s energy efficient mechanical and electrical
systems or the code-mandated design requirements for hospital construction. Major additions, upgrades,
renovations (other than cosmetic) that significantly affect the building structure, can trigger the
requirement to bring the entire building up to current code requirements. Such requirements include:
Life Safety Code and the Guidelines for Design and Construction of Health Care Facilities as well as
other applicable codes, such as the Americans with Disabilities Act, a federal law. The cost to upgrade
Adams to comply with hospital uses, such as increasing floor-to-floor heights by nearly 40%, are
prohibitive as they exceed the cost of new facilities on a cost/square foot basis.

Adams currently houses two clinical functions: (1) a 20 bed inpatient rehabilitation unit; and (2) another
10 bed med/surg unit. These two functions need to be relocated out of the Adams Building, and will be
with the approval of this project. Even though today’s standards require rehabilitation beds to all be in
private rooms, 12 of the 20 existing beds in Adams are in 6 semi-private rooms. More generally, much of
the space in the inpatient rehabilitation unit is antiquated and not conducive to today’s methods in
providing physical/occupational therapy. Further, there is no additional space available in Adams to
provide private rehabilitation beds. The lack of space, the antiquated physical plant, and the prohibitive
cost of attempting to upgrade Adams means we need to relocate these services to another location on

campus.

The renovation of our campus will have no negative impact on existing providers.
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3. Provide the current and/or anticipated staffing pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development and/or other documented sources.

Response: Comparable clinical staff in the service area as published by the Tennessee Department of Labor
& Workforce Development are included in Attachment C.OD. 3.

(1) Rehab unit move and increase:
The Murer study concluded that it will be necessary to add staff in order to provide care in a 30 bed rehab

unit. Only about 15 additional staff will be required. Please see chart below:

Staffing Requirements/Salaries

Rehab Bed Need
The MED
Staff Current Approx. Projected Approx.
FTE Salaries FTE Salaries
Physical Therapist 2.0 $91,478 3.0 $94,200
PTA 1.0 $52,416 1.5 $54,000
Occupational Therapist 2.0 $88,920 3.0 $91,600
COTA 1.0 $52,416 1.5 $54,000
| Speech Therapist 1.0 $80,475 1.5 $82.,900
Recreational Therapist 1.0 $35,630 1.5 $36,700
Rehab Aide 2.0 $24,523 3.0 $25,300
RN %S $61,068 14.5 $62,900
LVN/LPN 2.0 $40,700 3.0 $41.900
CNA 8.3 $26,125 12.5 $26.900
Total FTEs 29.8 45.0

Source: Murer Consultants, Inc.
Note: Approx. Salaries are for individual positions, not total FTEs, and are annual salaries.

We believe that adequate additional staff are readily available to provide appropriate care to all patients
in our existing 20 bed rehab unit. Following approval of this project, we will be able to add staff as the
need arises (due to increased admissions) by interviewing prospective personnel already contained in our
HR files and by interviewing recent graduates of local schools. The University of Tennessee in Memphis
maintains programs in both physical and occupational therapies, and the University of Memphis has a
nursing school from which to draw future staff.

Dr. Tewfik Rizk is the medical director of our inpatient rehabilitation unit and is a board certified
physiatrist.
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(2) Dedicated Outpatient Operating Rooms:

There are no current staff positions assigned to outpatient surgery. The entire existing surgical staff
provides both inpatient and outpatient services. The proposed staff for Year 1 (below) will be needed for

a dedicated outpatient surgery department, along with anticipated salaries for each individual position:

Outpatient Surgery Department
Positions/FTEs/Anticipated Salaries

Year1
Position FTEs Salaries
Director 1 $120,000
Office Manager 1 $70,000
Receptionist 1 $36,600
Biller/Coder/Scheduler 1 $48,000
RN (Pre-Op/OR/PACU) 9 $66,100
OR Tech 3 $46,000
GI Tech 1 $34,500

Note: Approx. Salaries are for individual positions, not total FTEs, and are annual salaries

We believe that adequate additional staff are readily available to provide appropriate care to all patients
in our outpatient surgery department. The University of Memphis has a nursing school from which to

draw future staff.
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4. Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Developmental Disabilities, and/or the Division of Mental Retardation
Services licensing requirements.

Response:
(1) Rehab unit move and increase:

The Murer study concluded that it will be necessary to add staff in order to provide care in a 30 bed rehab
unit. Only about 15 additional staff will be required. Please see chart below:

Staffing Requirements/Salaries

Rehab Bed Need
The MED

Staff Current Approx. Projected Approx.

FTE Salaries FTE Salaries
Physical Therapist 2.0 $91,478 3.0 $94,200
PTA 1.0 $52,416 1.5 $54,000
Occupational Therapist 2.0 $88,920 3.0 $91,600
COTA 1.0 $52,416 1.5 $54,000
Speech Therapist 1.0 $80,475 1:5 $82,900
Recreational Therapist 1.0 $35,630 1.5 $36,700
Rehab Aide 2.0 $24,523 3.0 $25,300
RN 9.5 $61,068 14.5 $62,900
LVN/LPN 2.0 $40,700 3.0 $41.900
CNA 8.3 $26,125 12.5 $26.900
Total FTEs 29.8 45.0

Source: Murer Consultants, Inc.
Note: Approx. Salaries are for individual positions, not total FTEs, and are annual salaries

We believe that adequate additional staff are readily available to provide appropriate care to all patients
in our existing 20 bed rehab unit. Following approval of this project, we will be able to add staff as the
need arises (due to increased admissions) by interviewing prospective personnel already contained in our
HR files and by 1nterv1ew1ng recent graduates of local schools. The University of Tennessee in Memphis
maintains programs in both physical and occupational therapies, and the University of Memphis has a
nursing school from which to draw future staff.

Dr. Tewfik Rizk is the medical director of our inpatient rehabilitation unit and is a board certified
physiatrist.
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(2) Dedicated Outpatient Operating Rooms:

There are no current staff positions assigned to outpatient surgery. The entire existing surgical staff
provides both inpatient and outpatient services. The proposed staff for Year 1 (below) will be needed for
a dedicated outpatient surgery department, along with anticipated salaries for each individual position:

Outpatient Surgery Department
Positions/FTEs/Anticipated Salaries

Year 1
Position FTEs Salaries
Director 1 $120,000
Office Manager 1 $70,000
Receptionist 1 $36,600
Biller/Coder/Scheduler 1 $48,000
RN (Pre-Op/OR/PACU) 9 $66,100
OR Tech 3 $46,000
GI Tech 1 $34,500

Note: Approx. Salaries are for individual positions, not total FTEs, and are annual salaries

We believe that adequate additional staff are readily available to provide appropriate care to all patients
in our outpatient surgery department. The University of Memphis has a nursing school from which to

draw future staff.

(3) 24 bed Med/Surg Unit:

The MED is a very large, tertiary hospital, and has a very active HR department We maintain files of
personnel seeking employment. Plus, the University of Memphis has a nursing school from which to
draw future staff. Human and training resources are readily available for the recruitment and retention of
staff in the 24 bed med/surg unit. The Applicant does not anticipate any problems in staffing the unit.

(4) 10 bed Med/Surg Unit:

This unit will be moved from Adams Building to the basement of Turner Tower, but only six (6) beds
will be staffed at present. Existing staff are in place, and will relocate with the beds.
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5. Verify that the applicant has reviewed and understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping, and
staff education.

Response: The Applicant is familiar with all licensing certification requirements for medical/clinical
staff.

6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Response: The Applicant has clinical affiliation relationships with UT School of Medicine and the
University of Memphis School of Nursing. See Attachment C.OD.6.
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7. (a) Please verify, as applicable, that the applicant has reviewed and understands the licensure
requirements of the Department of Health, the Department of Mental Health and Developmental
Disabilities, the Division of Mental Retardation Services, and/or any applicable Medicare

requirements.

Response: The Applicant is familiar with all licensure requirements of the regulatory agencies of the
State.

(b) Provide the name of the entity from which the applieant has received or will receive
licensure, certification, and/or accreditation.

Response:
Licensure: Tennessee Department of Health
Accreditation: Medicare, Medicaid/TennCare, JCAHO, CARF

(c¢) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

Response: Please see Attachment C.OD.7.¢ for copies of The MED’s current hospital license, JCAHO
accreditation letter, and CARF accreditation.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection with an
approved plan of correction.

Response: Please see Attachment C.OD.7.d.
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8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities or
persons with more than a 5% ownership interest in the applicant. Such information is to be
provided for licenses regardless of whether such license is currently held.

Response: There have been no final orders or judgments as are contemplated by this question.

9. Identify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project

Response: There have been no final orders or judgments as are contemplated by this question.

10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information concerning
the number of patients treated, the number and type of procedures performed, and other data
as required.

Response: The Applicant will provide all data contemplated by this question.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper as proof of the publication of the
letter of intent.

Response: If the requested documentation is not attached, it will be submitted once received.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not
to exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of
its issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause shown.
Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of Need for a
period upon application and good cause shown, accompanied by a non-refundable reasonable filing
fee, as prescribed by rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole discretion of
the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

2 If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph, please
state below any request for an extended schedule and document the “good cause” for such an
extension.

Form Hlf0004
Revisedi05/03/04

Previous Forms are obsolete
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PROJECT COMPLETION FORECAST CHART SUPPLEMENTAL

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): 11/2012.

Assuming the CON approval becomes the final agency action on that date;zmgi?\atg %17 nlﬂ'?b@; ifglay from
the above agency decision date to each phase of the completion forecast.

Anticipated Date
Phase DAYS (MONTH/YEAR)
REQUIRED
1. Architectural and engineering contract signed 60 05/2012
2. Construction documents approved, TDOH 250 01/2013
3. Construction contract signed 205 11/2012
4. Building permit secured 30 02/2013
5 Siteﬁ preparation completed 0 02/2013
6. Buiiding construction commenced 60 04/2013
7. Construction 40% complete 240 12/2013
8. Construction 80% complete 240 07/2014
9. Construction 100% complete (app., occupancy) 160 01/2015
10. *Issuance of license 60 03/2015
11. *Initiation of service 30 04/2015
12. Final Architectural Certification of Payment 30 05/2015
13. Final Project Report Form (HF0055) 10 05/2015

* For projects that do NOT involve construction or renovation : Please complete items 10 and 11
only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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AFFIDAVIT

STATE OF TENNESSEE ]
| q "5
10 P

COUNTY OF DAVIDSON AR

E. Grabham Baker, Jr., being first duly swormn, says that he/she is the applicant named in this application

or his/her/its lawful agent, that this project will be completed in accordance with the application, that the
applicant has read the directions to this application, the Rules of the Health Services and Development
Agency, and T.C.A. § 68-11-1601, et seq., and that the responses to this application or any other
questions deemed appropriate by the Health Services and Development Agency are true and complete to

the best of my knowledge, information, and belief.

SI@ATURE/TITLE

Sworn to and subscribed before me this 10" day of August, 2012, a
(month) (year)

Notary Public in and for the County/State of Davidson/Tennessee.

{lodsou € %‘%

"NOTARY PUBLIC o\ PUBLIC /.
| ‘?9‘0' ®)
Son ¢c©

My commission expires May 6th , _2013
(Month/Day) (Year)
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Attachment Rehab Services

COMPREHENSIVE INPATIENT REHABILITATION SERVICES

1. The need for comprehensive inpatient rehabilitation beds shall be determined by
applying the guideline of ten beds per 100,000 population in the service area of the
proposal.

Response: The 2012 population of Shelby County is 949,665, and the 2016 projected
population of Shelby County will be 976,726, according to the TN Department of Health. Using

these population estimates, there is a need for 95 rehab beds in 2012 and a projected need of 98
rehab beds in 2016.

The Applicant currently operates a twenty (20) bed rehab unit in one of the older buildings on
campus. These beds traditionally operate at a very high utilization, operating at 98.3%, 99.2%,
98.5% and 95.0% during 2008 — 2011, respectively. Rehab inpatient days have accounted for
6.4%, 7.1%, and 7.2% of our total inpatient days at our hospital for FY 2009 — FY 2011,
respectively. Therefore, rehab is increasing its percentage of inpatient days provided at our
hospital. Most of our rehab patients are referred from within the hospital. We have the third
busiest trauma center the United States, and many of our rehab patients are former trauma
patients. About forty percent (40%) of our discharged patients, eligible for inpatient rehab
treatment, are treated in our rehab unit, while the remaining sixty percent (60%) are treated in
other facilities or in their homes. A significant number of these patients have no coverage. The
existing 20 bed rehab unit will be moved to Turner Tower, which is being renovated, and ten
(10) additional rehab beds will be realized through the conversion of the license for ten (10)
med/surg beds, after which a thirty (30) bed rehab unit will be in Turner Tower. Twenty-four
(24) of those beds will be located on the third floor, and the remaining six (6) rehab beds will be
on the second floor. There will be no increase in our total licensed bed count of 631.

It is important to bear in mind that while data requested by the Joint Annual Reports tracks total
rehab bed utilization and patient origin information, it does not track rehab bed utilization by
county of origin. It was felt that the historic high utilization of the Applicant’s rehab unit had to
be a result of its Level I Emergency Room and Trauma Center.

To that end, The MED contracted with a nationally-known consulting firm (Murer Consultants,
Inc.) to examine rehab bed utilization. Murer conducted both a population-based study and a
discharge-based study to help determine the need for rehab beds at The MED. The population-
based analysis centered on three states: West Tennessee, Northern Mississippi, and Northeastern
Arkansas, and involved geographic circles around Memphis. Based on the more conservative
geographic “ring” of population around Memphis, Murer concluded that at least 206 rehab beds
(at 100% occupancy) to 243 rehab beds (at 85% occupancy) would be needed in Memphis to
properly serve rehab patients in an inpatient setting. Utilizing a wider geographic “ring” the
conclusion was reached that 284 rehab beds (at 100% occupancy) to 334 rehab beds (at 85%
occupancy) would be needed.

An analysis of discharges of patients from The MED’s rehab unit resulted in another set of
figures, more specific to just The MED. This analysis looked at specific data regarding patients
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Attachment Rehab Services

who had been discharged, including DRG-specific information, average length of stay, and
number of patient days in the rehab unit. By analyzing just those patients being discharged from
The MED’s rehab unit, the study showed a need at The MED for 35 rehab beds (at 100%
occupancy) to 41 rehab beds (at 85% occupancy). This study showed that beds were needed at
The MED to continue serving rehab patients with the following needs:

Discharge Based Analysis

Rehab Bed Need
The MED
Category Rehab
Bed Need

Stroke 2
Brain Injury 4
Neurological Disorders i
Amputation I
Polyarthritis incl. Rheumatoid Arth 0
Orthopedic with CC (Fx of Femur) 3
Major Multiple Trauma 15
Spinal Cord Injury 4
Pulmonary/Respiratory 1
Burns 4
Total Beds at 100% occupancy 35
Total Beds at 85% occupancy 41

Source: Murer Consultants, Inc., 06/2012

The conclusion reached in the Murer report was that The Med could easily support an additional
ten (10) rehabilitation beds.

Please see Aftachment B.111.A.2 for a chart showing rehab bed utilization in Shelby County, 2008
—2010.
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Attachment Rehab Services

2. The need shall be based upon the current year’s population and projected four years
forward.

Response: The 2012 population of Shelby County is 949,665, and the 2016 projected
population of Shelby County will be 976,726, according to the TN Department of Health. Using
these population estimates, there is a need for 95 rehab beds in 2012 and a projected need of 98
rehab beds in 2016.

The discharge based bed need chart (above) shows an immediate need for 41 rehab beds at The
MED, and future need would only increase.

3. Applicants shall use a geographic service area appropriate to inpatient rehabilitation
services.

Response: The Applicant’s primary service area is Shelby County. Approximately 88.5% of
the Applicant’s patients who originate in Tennessee were from Shelby County in 2011,
according to the provisional JAR for that year. The Med provided 68,095 inpatient days to
Tennessee residents in 2011, with 60,247 originating from Shelby County. With that said, the
Applicant also provided care to patients from 31 total counties in Tennessee in 2011, and patients
from at least 10 other states came to the Applicant for care in 2011. In addition to the 68,095
patient days provided to Tennessee residents, 22,677 inpatient days were provided to residents of
other states, bringing the total inpatient days to 90,772. While this data emphasizes the
“regional” nature of the Applicant’s service area, for Tennessee purposes, Shelby County is our
primary service area. Therefore, applying a geographic service area seemed to be only one
manner in which to arrive at the need for rehab beds at The MED.

It is important to bear in mind that while data requested by the Joint Annual Reports tracks total
rehab bed utilization and patient origin information, it does not track rehab bed utilization by
county of origin. It was felt that the historic high utilization of the Applicant’s rehab unit had to
be a result of its Level I Emergency Room and Trauma Center.

To that end, The MED contracted with a nationally-known consulting firm (Murer Consultants,
Inc.) to examine rehab bed utilization. Murer conducted both a population-based study and a
discharge-based study to help determine the need for rehab beds at The MED. The population-
based analysis centered on three states: West Tennessee, Northern Mississippi, and Northeastern
Arkansas, and involved geographic circles around Memphis. Based on the more conservative
geographic “ring” of population around Memphis, Murer concluded that at least 206 rehab beds
(at 100% occupancy) to 243 rehab beds (at 85% occupancy) would be needed in Memphis to
properly serve rehab patients in an inpatient setting. Ultilizing a wider geographic “ring” the
conclusion was reached that 284 rehab beds (at 100% occupancy) to 334 rehab beds (at 85%
occupancy) would be needed.
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Attachment Rehab Services

An analysis of discharges of patients from The MED’s rehab unit resulted in another set of
figures, more specific to just The MED. This analysis looked at specific data regarding patients
who had been discharged, including DRG-specific information, average length of stay, and
number of patient days in the rehab unit. By analyzing just those patients being discharged from
The MED’s rehab unit, the study showed a need at The MED for 35 rehab beds (at 100%
occupancy) to 41 rehab beds (at 85% occupancy). This study showed that beds were needed at
The MED to continue serving rehab patients with the following needs:

Discharge Based Analysis

Rehab Bed Need
The MED
Category Rehab
Bed Need

Stroke 2
Brain Injury 4
Neurological Disorders 1
Amputation 1
Polyarthritis incl. Rheumatoid Arth 0
Orthopedic with CC (Fx of Femur) 3
Major Multiple Trauma 15
Spinal Cord Injury 4
Pulmonary/Respiratory 1
Burns 4
Total Beds at 100% occupancy 35
Total Beds at 85% occupancy 41

Source: Murer Consultants, Inc., 06/2012

The conclusion reached in the Murer report was that The Med could easily support an additional
ten (10) rehabilitation beds.

Please see Attachment B.1II.A.2 for a chart showing rehab bed utilization in Shelby County, 2008
—2010.
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4. Inpatient rehabilitation units in acute care hospitals shall have a minimum size of 8
beds.

Response: We currently operate 20 rehab beds, and this application, if approved, will add 10
rehab beds.

5. Freestanding rehabilitation hospitals shall have a minimum size of 50 beds.

Response: N/A.

6. Additional inpatient rehabilitation beds, units, or freestanding hospitals should not be
approved by the HFC unless all existing units or facilities are utilized at the following
levels:

20-30 bed unit ~75%
31-50 bed unit/facility “80%
51 bed plus unit/facility ~85%

Response: The Applicant currently operates a twenty (20) bed rehab unit in one of the older
buildings on campus. These beds traditionally operate at a very high utilization, operating at
98.3%, 99.2%, 98.5% and 95.8% during 2008 — 2011, respectively. Rehab inpatient days have
accounted for 6.4%, 7.1%, and 7.2% of our total inpatient days at our hospital for FY 2009 - FY
2011, respectively. Therefore, rehab is increasing its percentage of inpatient days provided at
our hospital. Most of our rehab patients are referred from within the hospital. We have the third
busiest trauma center the United States, and many of our rehab patients are former trauma
patients. About forty percent (40%) of our discharged patients, eligible for inpatient rehab
treatment, are treated in our rehab unit, while the remaining sixty percent (60%) are treated in
other facilities or in their homes. A significant number of these patients have no coverage. The
existing 20 bed rehab unit will be moved to Turner Tower, which is being renovated, and ten
(10) additional rehab beds will be realized through the conversion of the license for ten (10)
med/surg beds, after which a thirty (30) bed rehab unit will be in Turner Tower. Twenty-four
(24) of those beds will be located on the third floor, and the remaining six (6) rehab beds will be
on the second floor. There will be no increase in our total licensed bed count of 631.

Attachment B.IIL.A.2 shows historic utilization of Shelby County’s five rehab units. Two of the
five existing rehab units are operating (in 2010) at the suggested percentage rate outlined above.
The are:
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Attachment Rehab Services

The Regional Medical Center at Memphis 20 beds 98.5%
HealthSouth Rehabilitation Hospital — North 40 beds 89.8%

Three rehab units are operating (in 2010) below the suggested percentage rate, as follows:

Saint Francis Hospital 29 beds 21.2%
HealthSouth Rehabilitation Hospital 80 beds 68.1%
Baptist Rehabilitation — Germantown 67 beds 42.1%

We believe that the discharge based analysis shows that The MED needs at least an additional 10
rehab beds in spite of the utilization rates of other facilities in the area.
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Attachment Rehab Services

7. The applicant must document the availability of adequate professional staff, as per
licensing requirements, to deliver all designated services in the proposal. It is
preferred that the medical director of a rehabilitation hospital be a board certified
physiatrist.

Response: The Murer study concluded that it will be necessary to add staff in order to provide

care in a 30 bed rehab unit. Only about 15 additional staff will be required. Please see chart
below:

Staffing Requirements/Salaries

Rehab Bed Need
The MED

Staff Current Approx. Projected Approx.

FTE Salaries FTE Salaries
Physical Therapist 2.0 $91,478 3.0 $94,200
PTA 1.0 $52,416 1.5 $54,000
Occupational Therapist 2.0 $88,920 3.0 $91,600
COTA 1.0 $52,416 1.5 $54,000
Speech Therapist 1.0 $80,475 1.5 $82,900
Recreational Therapist 1.0 $35,630 1.5 $36,700
Rehab Aide 2.0 $24,523 3.0 $25,300
RN 9.5 $61,068 14.5 $62,900
LVN/LPN 2.0 $40,700 3.0 $41.900
CNA 8.3 $26,125 12.5 $26.900
Total FTEs 29.8 45.0

Source: Murer Consultants, Inc.
Note: Approx. Salaries are for individual positions, not total FTEs, and are annual salaries

We believe that adequate additional staff are readily available to provide appropriate care to all
patients in our existing 20 bed rehab unit. Following approval of this project, we will be able to
add staff as the need arises (due to increased admissions) by interviewing prospective personnel
already contained in our HR files and by interviewing recent graduates of local schools. The
University of Tennessee in Memphis maintains programs in both physical and occupational
therapies, and the University of Memphis has a nursing school from which to draw future staff.

Dr. Tewtfik Rizk is the medical director of our inpatient rehabilitation unit and is a board certified
physiatrist.
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Attachment Renovation

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1. Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

Response: This project includes the relocation of an existing 20 bed inpatient rehab unit with
the conversion of ten (10) existing med/surg beds into rehab beds, the addition of three ORs to be
dedicated to outpatient surgery, and the renovation of Turner Tower, including a 24 bed
med/surg unit and six (6) bed med/surg unit.

2. For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

Response: N/A.

b. The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

Response: N/A.
3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for
the proposed project.

Response: As is well-known, Memphis sits on or close to the New Madrid Fault, and the Turner
Tower was designed and constructed to meet seismic safety requirements at the time of
construction. When originally constructed, the lower floors were utilized for various hospital
functions, and the upper floors were shelled in for future use. Those upper floors still stand
empty. Since other renovations are taking place in Turner Tower with the approval of this
project, there were efficiencies in renovating and building out the 4™ Floor of the building at the
same time. The 4™ Floor will house a 24 med/surg bed unit, but there will be no increase in the
licensed bed count of 631. The Applicant will be able to utilize these 24 beds for any med/surg
purpose as other buildings and existing and needed services on campus are evaluated. Current
estimates are that approximately $800,000 dollars will be saved by building out all floors now,
rather than waiting for a next phase of renovation to the campus.

Almost all of the renovation entailed in this project will involve the Turner Tower, much of
which is now empty, as follows:
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Attachment Renovation

The Basement will house a six (6) bed med/surg unit formerly housed in the Adams
Building;

The Ground Floor will continue to be utilized by the current Burn Center;

The shelled first floor space will be built out to house the new 3 OR suite dedicated
outpatient surgery department of the hospital, along with a shelled-in 4" OR;

There is an existing CCU Waiting Room on the second floor of Turner Tower, but that
waiting room will be relocated to the adjacent Chandler Building. The vacated space will
be renovated for 6 beds of the 30 total bed rehabilitation department. The hospital's
Inpatient Pharmacy will continue to occupy its space on this floor;

The shelled-in third floor will be built out to accommodate 24 rehabilitation beds. Note
that the existing 20 bed rehabilitation unit will be moved from the Adams Building to the
Turner Tower. The Adams Building! was constructed in 1945. The current rehab unit
there has twelve (12) semi-private rooms, and no longer meets today’s requirements for
rehabilitation beds. The total increase of ten rehabilitation beds will be accomplished by
converting ten licensed med/surg beds to rehabilitation beds. Therefore, the "increase" in
the rehabilitation department (from-20 beds to 30 beds) will be accomplished with no
increase in hospital bed licensure; and

The shelled-in fourth floor will be built out to house 24 med/surg beds, again, with no
increase in the number of licensed beds.

As a result of these changes, our “staffed” bed count will increase from 325 to 355, but
there will be no increase in the number of licensed beds which will remain at 631.

Approximately 85,580 GSF will be renovated, about 3,000 GSF of which is in the Chandler
Building and the remainder in the Turner Tower. Even though the Turmer Tower was completed
around 1992, much of the building has remained empty, and several floors do not even have
HVAC systems installed. Therefore, the term “renovated” is a little misleading. Major interior
construction will occur. As one of the newest buildings on campus, Turner Tower is fully
sprinkled and has a floor-to-floor height that will accommodate modern mechanical systems used
in healthcare facilities.

The CCU Waiting Room is now located in the 2" floor of Turner Tower, but it will be moved to
the Chandler Building. The Square Footage and Cost Per Square Footage Chart (Attachment
GSF) indicates that Rehab will occupy approximately 22,200 GSF, Outpatient OR Department
will occupy approximately 17,500 GSF, and further renovation on the Ground, 2" and 4™ Floors
of Turner Tower will affect approximately 30,160 GSF. Total cost of construction will
approximate $306 per GSF. As might be expected with this major buildout in light of some
major support systems now missing in the Tower, the anticipated cost is somewhere in between
average costs of construction and average costs of renovation for hospital projects. This project

! The approval of this CON application will result in the removal of all clinical services from the Adams Building.
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Attachment Renovation

is financially feasible, based on cost information gathered by the HSDA for hospital projects

between 2009 and 2011, as seen in the next ch%gtﬁ HUG 10’ | Pﬂ 3 45

Hospital Construction Cost Per Square Foot

Years: 2009 —2011

Renovated New Total
Construction Construction Construction
1* Quartile $125.84/sq ft $235.86/sq ft $167.99/sq ft
Median $177.60/sq ft $274.63/sq ft $249.32/sq ft
3" Quartile $273.69/sq ft $324.00/sq ft $301.74/sq ft

Source: CON approved applications for years 2009 through 2011

b. The applicant should demonstrate that the existing physical plant’s condition
warrants major renovation or expansion.

Response: See Attachment B.IILA.1 for a property map and view of the existing campus at The
MED. Note the age of many of the buildings: Adams (1945), Rout (1956 and 1973), Chandler
(1963), Jefferson (1981), Turner Tower (1992), Medplex (1994), and at least one support
building constructed in 1942. Only the Turner Tower and the Medplex buildings were designed
to meet seismic safety requirements at the time they were constructed.

The Adams Building was constructed 67 years ago and, as one of the oldest buildings on the
campus, it is well beyond its expected life span. When Adams was built, there was no
anticipation of the requirements of today’s energy efficient mechanical and electrical systems or
the code-mandated design requirements for hospital construction. Major additions, upgrades,
renovations (other than cosmetic) that significantly affect the building structure, can trigger the
requirement to bring the entire building up to current code requirements. Such requirements
include: Life Safety Code and the Guidelines for Design and Construction of Health Care
Facilities as well as other applicable codes, such as the Americans with Disabilities Act, a federal
law. The cost to upgrade Adams to comply with hospital uses, such as increasing floor-to-floor
heights by nearly 40%, are prohibitive as they exceed the cost of new facilities on a cost/square
foot basis.

Adams currently houses two clinical functions: (1) a 20 bed inpatient rehabilitation unit; and (2)
another 10 bed med/surg unit. These two functions need to be relocated out of the Adams
Building, and will be with the approval of this project. Even though today’s standards require
rehabilitation beds to all be in private rooms, 12 of the 20 existing beds in Adams are in 6 semi-
private rooms. More generally, much of the space in the inpatient rehabilitation unit is
antiquated and not conducive to today’s methods in providing physical/occupational therapy.
Further, there is no additional space available in Adams to provide private rehabilitation beds.
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Attachment Renovation

The lack of space, the antiquated physical plant, and the prohibitive cost of attempting to
upgrade Adams means we need to relocate these services to another location on campus.
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Attachment B.II1.A.1

The Regional Medical Center at Memphis

Property Map

Parcel ID # Description Acres
018051-00051 | Hospital 7.94
018050-00001 | Adams Pavilion 3.92
018051-00043 | Valet Parking Lot - Dunlap 0.70
018051-00042 | Chandler Parking Lot - Dunlap 0.34
018051-00052 | Outpatient Center Parking Lot - Dunlap 0.92
018051-00041 | Outpatient Center Parking Lot - Dunlap 0.14
018051-00055 | ED Parking Lot & Grass Lot - Jefferson 1.73
18051-00040 | Hospital Drive 0.63
18063-00002 Pauline Garage 1.81
18049-00009C | Vacant Lot - Adams 0.42

Total Acreage 18.55
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Rehab Bed Utilization

Shelby County, 2008-2010  A¢¢achment B.IILA.2
2008
ID# |Hospitals # Beds| Occ
79766 |(Baptist Rehabilitation - Germantown 67| 55.0%
79756 |HealthSouth Rehabilitation Hospital 80 0.0%
79806 |HealthSouth Rehabilitation Hospital - Memphis North 40 82.1%
79396 |Saint Francis Hospital 291 57.9%
79246 |The Regional Medical Center at Memphis 20| 98.3%
Total 236 45.0%
2009
ID# |Hospitals #Beds| Occ
79766 |Baptist Rehabilitation - Germantown 67| 53.5%
79756 [HealthSouth Rehabilitation Hospital 80| 68.7%
79806 |HealthSouth Rehabilitation Hospital - Memphis North 401 84.3%
79396 [Saint Francis Hospital 29| 42.8%
79246 |The Regional Medical Center at Memphis 20|  99.2%
Total 236] 66.4%
2010
ID# |Hospitals #Beds| Occ
79766 |Baptist Rehabilitation - Germantown - 67 42.1%
79756 [HealthSouth Rehabilitation Hospital 80| 68.1%
79806 [HealthSouth Rehabilitation Hospital - Memphis North 40 89.8%
79396 |Saint Francis Hospital 291 21.2%
79246 |The Regional Medical Center at Memphis 20|  98.5%
Total 236] 61.2%

Source: 2008, 2009 & 2010 Hospital, JARs, Schedule F Beds, Schedule G Utilization
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Hospital Surgery Utilization

Shelby County, 2008-2010 Attachment B.IILA.3
2008
ID#  [Hospitals ORs| Ded O/P I/P O/p Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0| 8,463| 6,545 15,008 577
79326 |Baptist Memorial Hospital - Collierville 6 0 811] 1,566 2,377 396
79506 |Baptist Memorial Hospital for Women 5 0l 1,292 1,879 3,171 634
79386 |Delta Medical Center 8 0] 2,344 4,397 6,741 843
79306 |Lebonheur Children's Medical Center 10 0| 3,414| 6,980 10,394 1,039
79276 |Methodist Healthcare - Memphis Hospitals 19 0| 5,662] 3,351 9,013 474
79236 (Methodist Hospital - Germantown 12 0 4,204| 6,044 10,248 854
79296 |Methodist Hospital - North 11 0| 2,136] 1016 3152 287
79266 |Methodist Hospital - South 6 O 1,087 997 2,084 347
79396 |[Saint Francis Hospital 22 0l 5,329| 3,961 9,290 422
79516 |Saint Francis Hospital - Bartlett 4 0l 2,772| 2,216 4,988 1,247
79256 |Saint Jude Children's Research Hospital 0 0 518| 1,046 1,564 0
79246 |The Regional Medical Center at Memphis 14 0| 7,743] 1,058 8,801 629
Total 143 0| 45,775| 41,056 86,831 607
2009
ID# |Hospitals ORs| Ded O/P I/P O/P Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0] 8,687| 6,206 14,893 573
79326 |Baptist Memorial Hospital - Collierville 6 0l 1,172] 1,755 2,927 488
79506 |Baptist Memorial Hospital for Women 5 0| 1,127| 1,880 3,007 601
79386 |Delta Medical Center 8 0] 2,589| 4,284 6,873 859
79306 |Lebonheur Children's Medical Center 10 0| 4,149| 6,836 10,985 1,099
79276 [Methodist Healthcare - Memphis Hospitals 13 0] 6,178| 3,334 9,512 732
79236 |Methodist Hospital - Germantown 12 0] 4,260| 5,194 9,454 788
79296 |Methodist Hospital - North 10 0 2,087 860 2947 295
79266 |Methodist Hospital - South 6 0| 1,177] 1,224 2,401 400
79396 |[Saint Francis Hospital 22 0] 3,604| 5,541 9,145 416
79516 |Saint Francis Hospital - Bartlett 4 0| 3,364| 2,896 6,260 1,565
79256 |Saint Jude Children's Research Hospital 2 2 4421 1,123 1,565 783
79246 |The Regional Medical Center at Memphis 14 0] 8,699] 4,490 13,189 942
Total 138 2| 47,535 45,623 93,158 675
2010
ID # |Hospitals ORs| Ded O/P /P O/P Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0| 8,149| 5,790 13,939 536
79326 |Baptist Memorial Hospital - Collierville 6 0] 1,168| 1,731 2,899 483
79506 [Baptist Memorial Hospital for Women 0 0| 1,006| 1,725 2,731 0
79386 |Delta Medical Center 8 0] 1,969| 3,848 5,817 727
79306 |Lebonheur Children's Medical Center 10 0| 5,141 4,762 9,903 990
79276 |Methodist Healthcare - Memphis Hospitals 13 0] 6,328] 3,476 9,804 754
79236 |Methodist Hospital - Germantown 16 0| 4,576| 5,387 9,963 623
79296 |Methodist Hospital - North 10 0l 2,055 991 3046 305
79266 [Methodist Hospital - South 6 0] 1,089 1,245 2,334 389
79396 ([Saint Francis Hospital 22 0| 3,428 5,837 9,265 421
79516 |Saint Francis Hospital - Bartlett 4 0| 3,569| 3,747 7,316 1,829
79256 |(Saint Jude Children's Research Hospital 2 2 681 1,214 1,895 948
79246 |The Regional Medical Center at Memphis 14 0] 8579 4,519 13,098 936
Total 137 2| 47,738 44,272 92,010 672
Source: 2008, 2009 & 2010 Hospital, JARs, Schedule D - Services

207



208



ASTC Utilization

Shelby County, 2008 Attachment B.IIL.A 4
Facility Name Pts|OR s| Proc. Rms|Total Rm|  Proc.| Proc/OR
Memphis Eye & Cataract ASTC 1,787 3 0 3 3,101 1,034
Memphis Surgery Center 1,902 4 1 5| 6,659 1,332
Shea Ear Clinic, PA 6,797 2 0 2| 2,061 1,031
Wesberry Surgery Center 124 1 3 4 196 49
Ridge Lake Ambulatory Surgery Center 2,946 3 1 4] 4,756 1,189
Le Bonheur East Surgery Center II, LP 2,945 4 0 41 4,702 1,176
GI Diagnostic and Therapeutic Center 20,594 0 6 6| 27,499 4,583
Baptist-EMSC 5,623 6 2 8| 10,271 1,284
Germantown ASTC, LLC 126 1 1 2 295 148
Mays and Schnapp Pain Clinic & Rehab. ] 4,818 2 0 2] 9,496 4,748
Medical Ctr Endoscopy Group 7,750 0 4 4] 7,938 1,985
Radiosurgical Ctr of Memphis 181 0 1 1 181 181
Memphis Gastroentérology Endoscopy Ctif 11,019 0 6 6| 13,699 2,283
Midtown Surgery Ctr 1,591 4 0 4] 2,885 721
Methodist Surgery Ctr Germantown, LP 7,689 4 1 50 12,598 2,520
Mid-South Gastroenterology Group 6,372 0 3 3| 6,746 2,249
North Surgery Ctr, LP 3,145 4 1 5| 3,678 736
UroCenter 2,164 3 0 31 2,274 758
Baptist Germantown Surgery Ctr 4,844 6 1 71 8,533 1,219
The West Clinic, PC : 1,408 0 1 1] 2,139 2,139
Campbell Surgery Ctr 6,161 4 | 5| 6,161 1,232
Wolf River Surgery Ctr - 6,410 4 2 6] 7,851 1,309
Semmes Murphey Clinic 2,162 3 2 5| 3,140 628
Endoscopy Ctr of the Mid-South, LL.C 1,868 0 1 1| 2,608 2,608
Surgery Ctr at Saint Francis 5,649 4 2 6| 8,998 1,500
Eye Care Surgery Ctr of Memphis, LLC 999 2 1 3| 1,452 484
Southwind Endoscopy Ctr, PLLC 927 0 2 2| 1,008 504
Boston Baskin Cancer Group, PLC 1,683 0 2 2 9,101 4,551
Hamilton Eye Institute Surgery Ctr, LP 97| 3 2 5[ 1,522 304
Total 120,591| 67 47 114 171,548 1,505

Source: 2008 ASCT, JARs, Schedule D - Availability and Utilization of Services
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ASTC Utilization

Shelby County, 2009
Facility Name Pts| OR s|Proc. Rms|Total Rms Proc.| Proc/OR
Memphis Eye and Cataract ASTC 1,637 3 0 3] 2,954 985
Memphis Surgery Center 1,852 4 1 5 5,813 1,163
Shea Ear Clinic, PA 6,694 2 0 2l 2,571 1,286
Wesberry Surgery Center 40 1 2 3 51 17
Ridge Lake Ambulatory Surgery Center 3,289 3 3 6| 5,469 912
Le Bonheur East Surgery Center II, LP 3,218 4 0 4 5,346 1,337
G I Diagnostic and Therapeutic Center 15,823 0 6 6] 21,515 3,586
Baptist-EMSC 5,987 6 1 70 5,987 855
Germantown ASTC, LLC 105 1 1 2 217 109
Mays and Schnapp Pain Clinic and Rehab. ( 5,140 2 0 2| 10,018 5,009
Medical Ctr Endoscopy Group 7,395 0 4 4] 8,269 2,067
Radiosurgical Ctr of Memphis 155 0 1 1 155 155
Memphis Gastroenterology Endoscopy Ctr 11,790 0 6 6| 14,665 2,444
Midtown Surgery Ctr 1,828 4 0 4] 3,424 856
Methodist Surgery Ctr Germantown, LP 6,387 4 1 5] 13,026 2,605
Mid-South Gastroenterology Group 6,791 0 3 31 7,009 2,336
North Surgery Ctr, LP 3,242 4 1 5[ 5,224 1,045
UroCenter 2,316 3 0 3 3,482 1,161
Baptist Germantown Surgery Ctr 3,203 6 1 71 7,816 1,117
The West Clinic, PC 1,294 0 1 1l 2,165 2,165
Campbell Surgery Ctr 6,506 4 1 5| 6,506 1,301
Wolf River Surgery Ctr 6,458 4 2 6 8,934 1,489
Semmes Murphey Clinic 3,027 3 2 51 4,177 835
Endoscopy Ctr of the Mid-South, LLC 1,801 0 1 1 2,760 2,760
Surgery Ctr at Saint Francis 5,596 4 2 6 9,321 1,554
Eye Care Surgery Ctr of Memphis, LL.C 1,018 2 1 3] 1,559 520
Southwind Endoscopy Ctr, PLLC 988 0 2 2| 1,128 564
Boston Baskin Cancer Group, PLC 1,313 0 2 2 9,395 4,698
Hamilton Eye Institute Surgery Ctr, LP 2,478 3 2 5| 4,100 820
Total 117,371] 67 47 114| 173,056 1,518

Source: 2009 ASCT, JARs, Schedule D - Availability and Utilization of Services
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ASTC Utilization

Shelby County, 2010
Facility Name Pts|OR s|Proc. Rms|Total Rms|  Proc.|Proc/OR
Memphis Eye and Cataract ASTC 1,682 3 0 31 3,027 1,009
Memphis Surgery Center 3,385 4 1 5| 3,438 688
Shea Ear Clinic, PA 1,448 2 0 2| 1,745 873
Wesberry Surgery Center 988 1 0 Il 9,240 9,240
Ridge Lake Ambulatory Surgery Center 3,397 2 3 51 5,568 1,114
Le Bonheur East Surgery Center II, LP 3,579 4 0 4/ 5,810 1,453
G I Diagnostic and Therapeutic Center 15,830 0 6 6 20,913] 3,486
Baptist-EMSC 6,013 6 2 8 11,565| 1,446
Germantown ASTC, LLC 113 1 | 2 246 123
Mays and Schnapp Pain Clinic and Rehab. (] 4,976 2 0 2| 9,991 4,99
Medical Ctr Endoscopy Group 8,065 0 4 4] 9,200 2,300
Radiosurgical Ctr of Memphis 174 0 1 1 174 174
Memphis Gastroenterology Endoscopy Ctr 9,302 0 6 6] 11,512 1,919
Midtown Surgery Ctr 1,991 4 0 4 3,512 878
Methodist Surgery Ctr Germantown, LP 6,208 4 1 5| 12,388 2,478
Mid-South Gastroenterology Group 6,990 1 2 3 7,005 2,335
North Surgery Ctr, LP 3,121 4 1 5[ 5,135] 1,027
UroCenter 2,934 3 0 3] 5,614 1,871
Baptist Germantown Surgery Ctr 3,768 6 1 71 7,441 1,063
The West Clinic, PC 2,087 0 3 3] 2,143 714
Campbell Surgery Ctr 6,619 4 1 5| 15209 3,042
Wolf River Surgery Ctr 5,979 4 2 6] 8,421 1,404
Semmes Murphey Clinic 3,081 3 2 51 4,340 868
Endoscopy Ctr of the Mid-South, LLC 1,884 0 1 1] 2,648 2,648
Surgery Ctr at Saint Francis 5,803 4 2 6| 5,803 967
Eye Care Surgery Ctr of Memphis, LLC 777 2 I 3] 1,271 424
Southwind Endoscopy Ctr, PLLC 1,369 0 2 2| 1,384 692
Boston Baskin Cancer Group, PLC 1,622 0 2 2( 10,393 5,197
Hamilton Eye Institute Surgery Ctr, LP 2,687 3 2 5| 4,538 908
Total : 115,872 67 47 114] 189,674 1,664

Source: 2010 ASCT, JARs, Schedule D - Availability and Utilization of Services
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ASTC Utilization

Shelby County, 2011

ID#  |Facility Name Pts|OR s|Proc. Rmq Tot. Rms|  Proc.|Proc/OR
79293 |Memphis Eye and Cataract ASTC 1,749 3 0 31 2,952 984
79295 [Memphis Surgery Center 2,915 4 1 5| 6,922 1,384
79296 [Shea Ear Clinic, PA 1,715 2 0 2| 2,269 1,135
79297 |Wesberry Surgery Center 837 1 0 1 837 837
79305 |Ridge Lake Ambulatory Surgery Center 3,400 2 3 5| 5,890| 1,178
79603 |Le Bonheur East Surgery Center II, LP 3,168 4 0 4 5,425 1,356
79604 |G I Diagnostic and Therapeutic Center 16,023 0 6 6| 21,286| 3,548
79614 |East Memphis Surgery Ctr 5,202 6 2 8| 10,910 1,364
79617 |Germantown ASTC, LLC 93 1 1 2 204 102
79620 |Mays & Schnapp Pain Clinic & Rehab. 1,889 2 0 2 11,117 5,559
79622 [Medical Ctr Endoscopy Group 6,461 0 4 41 6,971 1,743
79628 |Radiosurgical Ctr of Memphis 169 0 1 1 169 169
79632 (Memphis Gastroenterology Endoscopy C 8,952 0 6 6| 11,2731 1,879
79633 |Midtown Surgery Ctr 1,819 4 0 4| 3,455 864
79639 |Methodist Surgery Ctr Germantown, LP 5,186 4 1 S| 11,502 2,300
79645 (Mid-South Gastroenterology Group 6,831 0 3 31 6,581 2,194
79646 |North Surgery Ctr, LP 2,621 4 1 5| 5,391 1,078
79665 [UroCenter 2,630 3 0 31 6,959 2,320
79669 |Baptist Germantown Surgery Ctr 3,515 5 0 5| 7,470] 1,494
79687 |The West Clinic, PC 2,436 0 3 3] 2,988 996
79691 [Campbell Surgery Ctr 7,008 4 1 5| 15,127 3,025
79693 |Wolf River Surgery Ctr 4,371 4 2 6| 8,432| 1,405
79694 |Semmes Murphey Clinic 3,690 3 2 5| 5,882 1,176
79720 |Endoscopy Ctr of the Mid-South, LLC 1,642 0 1 1{ 2,556 2,556
79724 (Surgery Cir at Saint Francis 5,597 4 2 6] 9,298| 1,550
79725 |Eye Care Surgery Ctr of Memphis, LLC 693 2 1 31 1,019 340
79728 |Southwind Endoscopy Ctr, PLLC 1,361 0 2 2| 1,375 688
79734 |BMH Tipton Radiation Therapy 1,120 0 2 2| 11,438] 5,719
79751 |Hamilton Eye Institute Surgery Ctr, LP 2,256 3 2 5| 4,936 987

Total 105,349| 65 47 112] 190,634| 1,702

Source: 2011 ASCT, JARs, Schedule D - Availability and Utilization of Services
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Attachment C.Need.4.A

Hara Al Us ALY FADY Hep

Puopis Busingss Geography Data Research Newsroom [ " @

Stale & County QuickFacts

Shelby County, Tennessee

Shelby
People QuickFacts County Tennessee
Population, 2011 estimate 935,088 6,403,353
"Populatlon 2010 (Aprll 1) estimates base o 927,644 6,346,110
mPopulanon percent change Apl’ll 1 2010 to July 1 2011 0.8% 0.9%
P ulallon 2010 927,644 6,346,105
Pe ons under 5 years percent 2011 ; 7.2% 6.3%
Persons under 18 years, percent, 2011 26.1% 23.3%
Persons 65 years and over, percenl 2011 10.4% 13.7%
Female persons, percent 2011 52.3% 51.3%
’ White persons, percenl 2011 (a) 43.6% 79.5%
Black persons, percent 2011 (a) 52.3% 16.9%
Anrerlcan lndlan and Alaska Native persons, percent, 2011
(a) 0.4% 0.4%
Asian persons, percent, 2011 (a) 2.4% 1.5%
'Nauve Hawaiian and Other Pacific Islander persons,
percent, 2011 (a) 0.1% 0.1%
Persons, repomng iwo or more races, percent, 2011 1.3% 1.6%
Persons of Hispanic or Latino Origin, percent, 2011 (b) 5.8% 4.7%
Whlle persons not Hispanic, percent, 2011 38.6% 75.4%
N Living in:same hou-ee_l“)-/-ear & over, 2006-2010 81.6% 83.8%
Foreign born persons, percent, 2006-2010 6.0% 4.4%
Language other than English spoken at home, pct age 5+,
2006-2010 85%  82%

ngh school graduates, percent of persons age 25+, 2006-
s 84.9% 82.5%

278%  227%

rans, 2006-2010 62,382 505,746
Mean travel time to work (mlnutes) workers age 16+, 2006
-2010 224 23.9
H smg units, 2010 398,274 2,812,133
» eownershlp rate 2006- 2010 61.7% 69.6%
Housing unlts in multi-unit structures, percent, 2006-2010 27.6% 18.1%
Median value of owner-occupied housing units, 2006-2010 $135300  $134,100
Households 2006-2010 340,443 2,443,475
Persons per household 2006-2010 2,65 249
“Per capita money income in past 12 months (2010 dollars)
2006-2010 $25,002 $23,722
" Median household i income 2006-2010 ' $44705  $43314
Ml;r‘sons below poveny level percent 2006-2010 19.7% 16.5%
- Shelby
Buslness QuickFacts County Tennessee
Private nonfarm establishments, 2009 20,262 132,901
Private nonfarm employment, 2008 428,357 2,317,986"
F’rlvate nonfarm employment, percent change 2000 2009 -10.3% -3.0%"
'Nonemployer establishments, 2009 70,282 448,516
Tolal number of firms, 2007 76,350 545,348
B ck-owned firms, percent 2007 30.9% 8.4%
A encan lndlan- an'd Alaska Natlve owned frms percenl
2007 0.3% 0.5%
 Aslan-owned firms, percent, 2007 3.4% 2.0%
Native Hawaiian and Other Pacific Islander-owned firms,
percent, 2007 0.1% 0.1%
Hispanic-owned firms, percent, 2007 1.7% 1.6%
Women-owned firms, percent, 2007 » 30.8% 25.9%
" Manufacturers shipments. 2007 ($1000) 17,969,681 140,447 760

229
http://quickfacts.census.gov/qfd/states/47/47157. html 8/1/2012
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snelpy county Quicktacts from the US Census Bureau Page 2 of 2

Merchant wholesaler sales, 2007 ($1000) 29,636,012 80,116,528
Retal sales, 2007 ($1000) 11,932,863 77,547,291
Retail sales per capita, 2007 $12,971 $12,563
Accommodation and food services sales, 2007 ($1000) 1,787,964 10,626,759
Bullding permits, 2011 1,400 14,977
léederal spending, 2010 10,393,200 68,865,540"
Shelby

Geography QulckFacts County Tennessee
Land area in square miles, 2010 763.17  41,234.90
Persons per square mile, 2010 1,215.5 163.9
FIPS Code 157 47
Metropolitan or Micropolitan Statistical Area Memphls,

TN-MS-AR

Metro Area

1: Includes data nol distribuled by county,

(a) Includes persons reporting only one race.
{b) Hispanics may be of any race, so also are Included In applicable race calegorles.

D: Suppi d to avold discl of confidential Information

F: Fewer than 100 firms

FN: Foalnote on thls ltem for (his area In place of data

NA: Not avallable

8! Buppressed; does not meet publicallon standards

X: Not applicable

Z: Value greater than zero but less than half unlt of measure shown

Source LS, Census Bureau: State and Counly QuickFacts, Data darived from Populit i , Amerlcan Ci y Survey,
Carsus of Population and Houslng, Stats and GCounly Houslng Unit Estiy , Counly Busi Patlama, N iployer Stallsti
Economis Cansus, Survey of Business Owners, Bullding Permils, Consolidatod Federal Funds Report

Last Revised: Thursday, 07-Jun-2012 13:40:15 EOT
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1 CLULCSSEE YUICKACTs ITom the Ud Census Bureau

Page 1o

L P L L, i A A o B Ll L I e A s s St s e S i e

State & County QuickFacts

Tennessee
People QuickFacts Tennessee USA
Population, 2011 estimate 6,403,353 311,591,917
Population, 2010 6,346,105 308,745,538
Population, percent change, 2000 to 2010 11.5% 9.7%
Population, 2000 5,689,283 281,421,906
Persons under 5 years, percent, 2010 6.4% 6.5%
Persons under 18 years, percent, 2010 23.6% 24.0%
Persons 65 years and over, percent, 2010 13.4% 13.0%
Female persons, percent, 2010 51.3% 50.8%
White persons, percent, 2010 (a) 77.6% 72.4%
Black persons, percent, 2010 (a) 16.7% 12.6%
American Indian and Alaska Native persons, percent, 2010
(@ 0.3% 0.9%
Asian persons, percent, 2010 (a) 1.4% 4.8%
Native Hawaiian and Other Pacific Islander, percent 2010
(a) 0.1% 0.2%
Persons reporting two or more races, percent, 2010 1.7% 2.9%
Persons of Hlspanlc or Latino origin, percent 2010 (b) 4.6% 16.3%
Whlte persons not Hlspamc percent, 2010 75.6% .63.7%
Living in same house 1 year & over, 2006-2010 83.8% 84.2%
Fareign born persons percent 2006-2010 4.4% ' 12.7%
Language other than English spoken at home, pct age 5+,
2006-2010 6.2% 20.1%
ngh school graduates percent of persons age 25+, 2006-
2010 82.5% 85.0%
Bachelor's degree or higher, pct of persons age 25+, 2006-
2010 22.7% 27.9%
Veterans, 2006-2010 506,746 22,652,496
Mean travel time to work (minutes), workers age 16+, 2006
-2010 23.9 252
Housing units, 2010 2,812,133 131,704,730
Hom'eownership rate, 2006-2010 69.6% 66.6%
Housing>units in multi-unit structures, percent, 2006-2010 18.1% 25.9%
Median value of owner-occupied housing units, 2006-2010 $134,100  $188,400
Households, 2006-2010 2,443,475 114,235,996
Persons per household, 2006-2010 249 2.59
Per capita money income in past 12 months (2010 dollars)
2006-2010 $23,722 $27,334
Median household income 2006-2010 $43,314 $51,914
Persons below poverty Ievet, percent, 2006-2010 16.5% 13,‘8%
Business QuickFacts Tennessee USA
Private nonfarm establishments, 2009 132,901" 7,433,465
Private nonfarm employment, 2009 2,317,986" 114,509,626

http://quickfacts.census.gov/qfd/states/47000.html
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1 CLIITSSTT Utk rdCLs IToIm e UN Lensus Bureau

Private nonfarm employment, percent change 2000-

Page 2 of 2

2009 -3.0%' 0.4%
Nonemployer establishments, 2009 448,516 21,090,761
“Total number of firms, 2007 545348 27,092,908
Black-owned firms, percent, 2007 8.4% 7.1%
American Indian- and Alaska Native-owned firms,
percent, 2007 0.5% 0.9%
Asian-owned firms, percent, 2007 2.0% 5.7%
Native Hawaiian and Other Pacific Islander-owned firms,
percent, 2007 0.1% 0.1%
Hispanic-owned firms, percent, 2007 1.6% 8.3%
Women-owned firms, percent, 2007 25.9% 28.8%
""Il\./‘lanufacturers shipments, 2007 ($1000) 140,447,760 5,338,306,501
Merchant wholesaler sales, 2007 ($1000) 80,116,528 4,174,286,516
Retail sales, 2007 ($1000) 77,547,291 3,917,663,456
Retail sales per capita, 2007 $12,563 $12,990
Accommodation and food services sales, 2007 ($1000) 10,626,759 613,795,732
Building permits, 2010 16,475 604,610

Federal spending, 2009

66,525,306' 3,175,336,050°

Geography QuickFacts Tennessee USA
Land area in square miles, 2010 41,234.90 3,531,905.43
Persons per square mile, 2010 153.9 87.4
FIPS Code 47

1: Includes data not distributed by county.
2! Includes data not distributed by state.

Population estimates for countles will be available in April, 2012 and for citles in June, 2012.

(a) Includes persons reporting only one race.

(b) Hispanics may be of any race, so also are Included In applicable race categories.

D: Suppressed to avoid disclosure of confidentlal information

F: Fewer than 100 firms

FN: Footnote on this Item for this area in place of data

NA: Not available

S: Suppressed; does not meet publication standards

X: Not applicable

Z: Value greater than zero but less than half unit of measure shown

Source U.8. Census Bureau; State and County QuickFacts. Data derived from Po
Census of Population and Housing, State and County Houslng Unit Estimates, Ca
Economic Census, Survey

Last Revised: Tuesday, 17-Jan-2012 16:41:36 EST

http://quickfacts.census.gov/qfd/states/47000.html

pulation Estimates, American Community Survey,
unty Business Patterns, Nonemployer Statistics,

of Business Owners, Bullding Permits, Consalidated Federal Funds Report
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Attachment C.Need.4.B

F 3

sources and Services Administration

S ——

Home Gel Heaith Care Granis Laans & Schataiships Data & Statisticy Public Health About HRSA

Eiqd Shortage Areas: MUA/P by State and County

: Shortage
Designation
Home
Find
Shortage
Areas

HPSA &
MUA/P by
Address

[ io# Typo Score Daslgnation Date Updata Date

238 LA 56.50) 1894/0712

State &

3250 LA 51.0 18894107112
p—

Ellgible for
the
Medicare
Physiclan
Bonus
Payment

T 022427
Nw Mamphis Sarvice Area 17460 'Ly 56.004 2005/04/06

l CT 022410 |

©T (1002.00
—CT 000300
CT 0004.00
|_CT 608,00
CT 0006 00
CT 000700
|__CT DOGA [
CT 0008.00
CTO010.00
_CT0011.00
CT0012.00
| CT 001300
__CT 001400
| CT 001500
_CTo0i7.00
| T oo18.00
| CT 0018.00
|__CT 0020.00
|_CTo021.00
|_CT 02z 00
|_CT0023.00
7 0024 60
|_CT 0025 0o
CT 0027,00
| CTiin2i 00
| _CT 0030,00
| _CT0n3a.00
CT 008900
| _CT tnga.00
| CT 0099,00
|_CT0100.00
|_6Tmo110
€T 0107.20
|_CT 002,10
CT 010220
| CT0103.00
| CT0205.21
[_GT020527 |

Lo o NEWSEARGH. ] [T MODIFY SEARCH CRITERIA ]

—_— e

i e e e e
Ask Questions | Yiewers & Plavors | Privacy, Rolicy | Disclaimars | Accessibliity Exreodem of Information Act | USAany | WhiteHouse.any | Recovery.gov |

37
http://muafind.hrsa. gov/index.aspx 6/20/2012 2
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Health Res

ources and Services Admtinistration

Page 1 of 2

Public Heaith

Abeut HRSA

Find Shortage Areas: HPSA b

y State & County

Shorlage [Criteria:
signati State: Tennessee . "
Sgﬁ'}g”‘“'o" County; SherEy County Discipline: Primary Medical Care
LIOme ID: Al Metro: Al )
Find Date of Last Update: All Dalas ey cclanatad
Shortage HPSA Scoro (lower limit): 0 ype:
Arg_s esults: 113 records found,
HIPSA & Saleliite sites of Comprehensive Health Cantars aulomatically éssume the HPSA sgors of the affiliated granies. They ars not listed se rately,
MUA/P by = TIPSA Hama ] 0 I Type — [ FIE | #5hort Seors
Address 157 - Shelby County
HPSA Low Incoma « NJW, Mamphis-Frayser 1479804706 lafion Gra 20 [ 15
Eligible for H-S.I. 000250 Soneus T
tho : S T
Medlcare Census Tracl
Physician Ciansus Tedel
Bonus gnuuu ;racr
nsus Trac]
'_Jiyfnif_‘t - X Conaus Tracl
- ; Census Trac|
- e
X nsus Tract
County C.T. 0013.00 Censit Jrocl
C.T. G014.00 Cenaus Tract
C.T. 00156.00 Census Tracl
C.T. 0017.00 Census Traal
C.T. 0018.00 Consus Tracl
C.T. 0018.00 Census Tract
C.T. 0020.00 Cansus T
C.T. 0027.00 Cansus Tracl
C.T. 002200 Canuus Tract
|_C.T, 002360 Census Tract
C.T. 0024.00 Cenuus Tract
C.T. 0025.00 Census Tract
C.T. 0027.00 Census Tracl
C.T. D02B,00 ] Census Trac
__C.T. 0030.00 Census Tracl
C.T. 0036, Census Tract
! | 1 Census Tract
|| Census Tracl
| Census Tracl
C. Censug Tracl
C.T. Census Tract
G, Census Tracl
C. Cenuus Tract
G, Consus Trag!
|_C1 Cansus Traot
|_C.T. Census Tract
g‘_ 2 ot Census Tracl
T . Census Tracl
CT. 020522 Cansus Tracl
oW ucnrannu-ahuthwus[m his 1478594707 %Enﬁﬂ;n Groug 40 2 ]
C. i Cansus Tract .
:[ :g.gg cenGanaus‘i_imnl
CLT, | aus Traed
C.T. 0040.00 Canus Tract
C.T. 004100 Cansus Tracl ]
C.7. 004400 Census Tract
C.T. 0045.00 Cansus Tracl
C.T. 0048,00 Census Tract
|_C.T. 0047.00 Censys Tract
C.T. 0048.00 Consiss Tracd
: X Centus Tracl
I Canius Tacl
Census Tract
Census Tracl
Cansus Tracl
Cungus Tract
Cansus Tract
Capsus Tracl
X Cansus Tract
T, Canaus Tract
C.T, .00 Census Tract
C.T. 00681.00 Cangus Tracl
C.T. 006200 Cansus Tract
C.7. 0063.00 Census Tcl
C.T. DDB4.60 Census Tract
C.T. 006500 Census Trac|
C.T. ggz‘ggg Census Trac)
LT J Census Tract
C.T_0088.00 Census Tracl
1

http://hpsafind.hrsa. gov/HPSASearch.aspx

239
6/20/2012
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., Page 2 of 2

C.T. 0069.00 Cansus Tracl
C.T. 070,00 Cansus Trac| _
C.T. 007300 Census Tract
C.T. 007400 Census Tracl
C.T. 0075.00 Cannus Tracl
C.T. 0078.90 Census Tract
|_C.T. 007821 Cansus Tract
C.7. 007823 Cepsus Tract
C.T. 007900 Census Tracl
C.T. 00B0.00 Census Tract
C.T. 00B1.10 Cansus Tract
C.T. DOBT.20 Cenaus Tract
Cansus Trac|
Census Tract
Cansus Tracl
Census Tracl
Cenaus Tracl
Census Tracl
Census Trac
. Census Tracl
A 5 Cenniis Trant
C.T, 0108.00 Cansiis Tract
CT. 011010 Census Tract
C.T. 01{020 Cansus Trag|
| C.T. 021731 Census Trac]
C.T. 0220.10 Census Trael
- C.T. 0230727 Census Trag]
C.T. 0220.22 Census Tracy
|_C.T. 022717 Censis Tract
T, 028142 Consus Tracl
C.T. 022210 Cenvus Tragl
_C.1.022220 Canss Tract
C.T. 022310 Cansus Tracl
C.T. 022337 Canaus Trac
" C.T 022327 [ — Censts Tracl 1 ]
C.T. 022330 Census Tract
C.T 0224 10 Cansus Tracl
CT.02243] Consus Tract
C.1. 023473 | Consus Tracl
Foderal Corractional nstilution - Moemphis 1479994730 Cormactional FaEIHtr o 1 12
helst Communily Heallh Services Ine. 1475804703 Comprehenslva Heallh Center o 17
omphis Hoalth Centar, Inc. 1479994705 Comprehensiva Haalth Canter [i] 17

011. HPSAs that were designated after September 1, 2011 ara considered designated
even though they are not an the federal register listing; HPSAs that have been placed In “proposed for withdrawal" or “no new data" stalus
since Seplember 1, 2011 will remain in that status unfl the publication of the nex! federal register notice, If there are any questions about the
status of a particular HPSA or drea, we recommend that you contact the state primary care office in your state: a listing ean be obtained at

ttpiiibhpr.hrsa.qovishort efhpsas/prin arycargofificas, him).

s —.____._———_________.._____.‘—-———-—-—-___._____________‘
Lsk Queations | Viewers & Playars | Prlvaey Polley | Dlgclalmery | Aceqaslallity Feandom of infeunation Ag| ( YBAg0y | Whitatouse.qay | Rucavnry.ony |

http://hpsafind.hrsa. gov/HPSASearch.aspx 6/20/2012 Zeb
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Inpatient Utilization

Attachment C.Need.5

Shelby County Hospitals
2008-2010
2008
Hospitals I/P Days| # of Beds| Occ. Rate
Baptist Memorial Hospital 170,137 617 75.5%
Baptist Memorial Hospital - Collierville 10,663 61 47.9%
Baptist Memorial Hospital for Women 40,368 140 79.0%
Baptist Memorial Restorative Care Hospital 9,414 30 86.0%
Baptist Rehabilitation - Germantown 13,381 68 53.9%
Community Behavioral Health 7,511 50 41.2%
Delta Medical Center 34,707 170 55.9%
HealthSouth Rehabilitation Hospital 0 80 0.0%
HealthSouth Rehabilitation Hospital - Memphis North 11,991 40 82.1%
Lakeside Behavioral Health System 60,699 305 54.5%
Lebonheur Children's Medical Center 58,499 219 73.2%
Memphis Mental Health Institute 22,763 78 80.0%
Methodist Extended Care Hospital, Inc 10,446 36 79.5%
Methodist Healthcare - Memphis Hospitals 123,950 420 80.9%
Methodist Hospital - Germantown 74,335 209 97.4%
Methodist Hospital - North 53,925 199 74.2%
Methodist Hospital - South 34,373 144 65.4%
Saint Francis Hospital 122,788 519 64.8%
Saint Francis Hospital - Bartlett 30,075 100 82.4%
Saint Jude Children's Research Hospital 14,380 60 65.7%
Select Specialty Hospital - Memphis 12,303 34 99.1%
The Regional Medical Center at Memphis 121,879 365 91.5%
Total 1,038,587 3,944 72.1%]

Source: 2008 JARs, Schedule F - Beds & G - Utilization ("0" = Not Reported on JAR)

2009
Hospitals I/P Days| #of Beds| Occ. Rate
Baptist Memorial Hospital 169,911 619 75.2%
Baptist Memorial Hospital - Collierville 10,706 61 48.1%
Baptist Memorial Hospital for Women 37,498 140 73.4%
Baptist Memorial Restorative Care Hospital 9,331 30 85.2%
Baptist Rehabilitation - Germantown 12,963 68 52.2%
Community Behavioral Health 7,101 50 38.9%
Delta Medical Center 33,856 170 54.6%
HealthSouth Rehabilitation Hospital 0 80 0.0%
HealthSouth Rehabilitation Hospital - Memphis North 12,307 40 84.3%
Lakeside Behavioral Health System 59,900 305 53.8%
Lebonheur Children's Medical Center 60,865 219 76.1%
Memphis Mental Health Institute 23,702 78 83.3%
Methodist Extended Care Hospital, Inc 11,757 36 89.5%
Methodist Healthcare - Memphis Hospitals 123,000 426 79.1%
Methodist Hospital - Germantown 71,280 209 93.4%
Methodist Hospital - North 53,679 174 84.5%
Methodist Hospital - South 36,740 144 69.9%
Saint Francis Hospital 110,084 514 58.7%
Saint Francis Hospital - Bartlett 31,903 100 87.4%
Saint Jude Children's Research Hospital 14,812 60 67.6%
Select Specialty Hospital - Memphis 13,473 36 102.5%
The Regional Medical Center at Memphis 112,774 348 88.8%
Total 1,017,642 3,907 71.4%

Source: 2009 JARs, Schedule F - Beds & G - Utilization ("0" = Not Reported on JAR)



244



Inpatient Utilization

Shelby County Hospitals

2008-2010
2010
Hospitals I/P Days| # of Beds| Occ. Rate
Baptist Memorial Hospital 170,084 616 75.6%
Baptist Memorial Hospital for Women 34,595 140 67.7%
Baptist Memorial Restorative Care Hospital 8,015 30 73.2%
Baptist Rehabilitation - Germantown 10,290 68 41.5%
Community Behavioral Health 6,726 50 36.9%
Delta Medical Center 34,384 170 55.4%
HealthSouth Rehabilitation Hospital 19,751 80 67.6%
HealthSouth Rehabilitation Hospital - Memphis North 13,114 40 89.8%
Lakeside Behavioral Health System 60,240 305 54.1%
Lebonheur Children's Medical Center 55,767 219 69.8%
Memphis Mental Health Institute 21,889 75 80.0%
Methodist Extended Care Hospital, Inc 11,379 36 86.6%
Methodist Healthcare - Memphis Hospitals 125,892 426 81.0%
Methodist Hospital - Germantown 76,571 276 76.0%
Methodist Hospital - North 57,534 219 72.0%
Methodist Hospital - South 33,566 144 63.9%
Saint Francis Hospital 97,823 500 53.6%
Saint Francis Hospital - Bartlett 29,378 100 80.5%
Saint Jude Children's Research Hospital 15,721 60 71.8%
Select Specialty Hospital - Memphis 12,680 38 91.4%
The Regional Medical Center at Memphis 101,189 348 79.7%
Three River Hospital 1,573 6 71.8%
Total 998,161 3,946 69.3%

Source: 2010 JARs, Schedule F - Beds & G - Utilization
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American Program Management, LLC Attachment C.EF.1

July 23,2012

J. Richard Wagers, Jr.

Senior Executive Vice President & CFO
Regional Medical Center at Memphis
877 Jefferson Avenue

Memphis TN 38103

Dear Mr. Wagers,

As Project Manager for the renovation of Turner Tower, I have reviewed the construction costs
for this project, and believe that $17,368,137 is a sufficient estimate to complete this major
renovation and build-out project.

Sincerely,

Sivan D] SNl

Warren N. Goodwin, FATA
President & CEO

Cec: Graham Baker

100 Winner's Circle
Suite 440 -
Brentwood, TN 37027
www.apmproject.com
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Attachment C.EF.2

Regional Medical Center at Memphis

August 2, 2012

Melanie Hill, Executive Director

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

Re:  Shelby County Health Care Carporation, d/b/a, The Regional Medical Center at
Memphis

Mrs. Hill:
I am the Chief Financial Officer for The Regional Medical Center at Memphis. Our latest
financials, submitted with our Certificate of Need application, indicates that we have

sufficient cash reserves to fund this $28,400,000 project.

This is to confirm that we still have sufficient cash reserves for this project and such are
both available and designated for projects such as this.

Please contact me if you have any questions.

. Richard Wagers, Jr.
Sr. Executive Vice President and Chief Financial Officer

877 Jefferson Averue Memphis, TN 38103 901.545.7100
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Average Patient Charges - 2010
Shelby County Hospitals

Attachment C.EF.6.B

ID # Hospitals Avg. Gross| Avg. Deduct. Avg. Net
79216 Baptist Memorial Hospital $8,230 $5,565 $2,665
79236 Methodist Hospital - Germantown $10,941 $7,875 $3,066
79246 The Regional Medical Center at Memphis $10,729 $8,613 $2,116
79256 Saint Jude Children's Research Hospital $18,786 $13,458 $5,328
79266 Methodist Hospital - South $10,745 $8,112 $2,633
79276 Methodist Healthcare - Memphis Hospitals $10,735 $8,001 $2,734
79296 Methodist Hospital - North $10,175 $7,839 $2,336
79306 Lebonheur Children's Medical Center $11,630 $6,953 $4,677
79326 Three Rivers Hospital $10,624 $6,562 $4,062
79386 Delta Medical Center $4,658 $3,428 $1,230
79396 Saint Francis Hospital $12,885 $10,416 $2,469
79446 Memphis Mental Health Institute $1,155 $997 $158
79456 Lakeside Behavioral Health System $1,503 $773 $730
79476 Community Behavioral Health $1,326 $670 $656
79506 Baptist Memorial Hospital for Women $4,072 $2,287 $1,785
79516 Saint Francis Hospital - Bartlett $14,371 $11,682 $2,689
79756 HealthSouth Rehabilitation Hospital $2,264 $1,058 $1,206
79766 Baptist Rehabilitation - Germantown $4,371 $2,695 $1,676
79776 Baptist Memorial Restorative Care Hospital $4,758 $3,491 $1,267
79786 Select Specialty Hospital - Memphis $3,961 $2,328 $1,633
79796 Methodist Extended Care Hospital, Inc $2,851 $1,516 $1,335
79806 HealthSouth Rehabilitation Hospital - Memphis North $1,807 $608 $1,199

Source: 2010 JARs, Schedule E-Financial Data & Schedule G-Utilization
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Attachment C.EF.10

KPMG LLP

Morgan Keegan Tower
Suite 900

50 North Front Street
Memphis, TN 38103-1194

Independent Auditors’ Report

The Board of Directors
Shelby County Health Care Corporation:

We have audited the accompanying balance sheets of Shelby County Health Care Corporation, a
component unit of Shelby County, Tennessee (d/b/a The Regional Medical Center at Memphis —
“The Med”) as of June 30, 2011 and 2010, and the related statements of revenues, expenses, and changes
in net assets and cash flows for the years then ended. These financial statements are the responsibility of
The Med’s management. Our responsibility is to express an opinion on these financial statements based on

our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of intemal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of The Med's internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We belicve that our audits provide a reasonable basis for our opinion.

In our upinion, the financial statements referred to ahove present fairly, in all material respects, the
financial position of Shelby County Health Care Corporation as of June 30, 2011 and 2010, and the
changes in its financial position and its cash flows for the years then ended, in conformity with

1U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated November 1,
2011 on our consideration of The Med’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The Med has not presented management’s discussion and analysis that U.S. generally accepted accounting
principles require to supplement, although not to be part of, the basic financial statements.

KPMG LLP. 15 a Delaware lirnited llability partnership,
the U.S. memniber tirm of KPMG International Cooperative
("KPMG Intermational”), a Swiss enlity.
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Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise The Med’s basic financial statements, The supplementary information included in Schedules 1, 2
and 3 is presented for the purpose of additional analysis and is not a required part of the basic financial
statements. Such information, except for that portion marked “unaudited,” on which we express no
opinion, has been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken

as a whole.

KPMe P

November 1, 2011
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SHELBY COUNTY HEALTH CARE CORPORATION

RBalance Sheets

June 30, 2011 and 2010

Assets

Current assets:

Cash and cash equivalents

Investments

Patient accounts receivable, net of allowances for
uncollectible accounts of $88,469,000 in 2011 and
$96,148,000 in 2010

Other receivables

Other current assets

Total current assets
Restricted investments

Capital assets, net
Investments in joint ventures

Total assets
Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Current installments of amounts payable to Shelby County

Total current liabilities

Amounts payable to Shelby County, excluding current installments
Accrued professional and general liability costs
Net postemployment benefit obligation

Total liabilities

Nel assets:
Invested in capital assets, net of related debt
Restricted for:
Capital assets
Indigent care
Unrestricted

Total net assets

Commitments and contingencies

Total liabilities and net assets

See accompanying notes to basic financial statements.

2011 2010
46,817,462 53,576,684
69,854,051 3,922,517
29,399,243 20,275,330

8,386,984 10,002,085
3,786,723 4,357,522
158,244,463 92,134,138
5,840,419 5,235,876
53,815,538 53,074,615
s 441,193
217,900,420 150,885,822
6,852,445 6,966,127
27,094,079 28,609,681
s 212,802
33,046,524 35,788,610
e 464,311
6,500,000 11,082,000

912,000 935,000
41,358,524 48,269,921
53,815,538 52,397,502

3,301,588 4,372,870
687,422 651,783
118,737,348 45,193,746
176,541,896 102,615,901
217,900,420 150,885,822




SHELBY COUNTY HEALTH CARE CORPORATION
Statements of Révenues, Expenses, and Changes in Net Assets

Years ended June 30, 2011 and 2010

2011

2010

Operating revenues:
Net patient service revenue (including additional incremental
reimbursement from vartious stale agencies for participation
in TennCare/Medicaid programs of approximately
$97,917,000 in 2011 and $40,228,000 in 2010) $ 328,120,318

251,036,699

Other revenue 10,217,937 9,944,314
Total operating revenues 338,338,255 260,981,013
Operating expenses:
Salaries and benefits 135,198,480 131,437,995
Supplies and services 62,032,558 58,655,297
Physician and professional fees 33,124,144 33,003,305
Purchased medical services 13,129,867 13,266,244
Plant operations 12,994,559 11,208,352
Insurance , 7,899,082 6,946,579
Administrative and general 14,883,262 14,627,901
Community services 2,080,755 382,640
Depreciation and amortization 11,028,768 11,754,357
Total operating expenses 292,371,475 281,282,670
Operating gain (loss) 45,966,780 (20,301,657)
Nonoperating revenues (expenses):
Interest expense (104,172) (364,280)
Investment income 1,175,199 455,390
Appropriations from Shelby County 26,816,000 30,616,666
Other 72,188 (6,398,238)
Total nonoperating revenues, net 27,959,215 24,309,538
Increase in net assets 73,925,995 4,007,881
Capital appropriations from City of Memphis . 2,000,000
Net assets, beginning of year 102,615,901 96,608,020
Net assets, end of year ’ $ 176,541,896 102,615,901

See accompanying notes to basic financial statements.



SHELBY COUNTY HEALTH CARE CORPORATION
Statements of Cash Flows

Years ended June 30, 2011 and 2010

2011 2010
Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors $ 320,374,535 251,903,847
Other cash receipts 10,673,732 10,942,031
Payments to suppliers (149,011,390) (138,848,211)
Payments to employees and related benefits (136,731,550) (131,859,586)
Net cash provided by (used in) operating activities 45,305,327 (7,861,919)
Cash flows from noncapital financing activity:
Appropriations received from Shelby County 26,816,000 30,616,666
Net cash provided by noncapital financing
activity - 26,816,000 30,616,666
Cash flows from capital and related financing activities:
Capital appropriations received from City of Memphis — 2,000,000
Repayment of capital lease obligation — (1,591,384)
Repayment of amounts payable to Shelby County (677,113) (2,655,805)
Capital expenditures (11,770,222) (6,021,156)
Proceeds from sale of capital assets 16,521 2,410
Interest payments (1,586,248) (759,150)
Net cash used in capital and related financing
activities (14,017,062) (9,025,085)
Cash flows from investing activities:
Purchases of investments (80,853,568) (6,521,348)
Proceeds from sale of investments 13,248,929 5,376,696
Distributions received from joint venture 497,392 1,998,807
Investment income proceeds 2,243,760 390,027
Net cash (used in) provided by investing activities (64,863,487) 1,244,182
Net (decrease) increase in cash and cash equivalents (6,759,222) 14,973,844
Cash and cash equivalents, beginning of year 53,576,684 38,602,840
Cash and cash equivalents, end of year $ 46,817,462 53,576,684
6 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
Statements of Cash Flows

Years ended June 30, 2011 and 2010

2011 2010
Reconciliation of operating gain (loss) to net cash provided by (used
in) operating activities:
Operating gain (loss) $ - 45,966,780 (20,301,657)
Adjustment to reconcile operating gain (loss) to net cash -
provided by (used in) operating activities:
Depreciation and amortization 11,028,768 11,754,357
Changes in operating assets and liabilities:
Patients accounts receivable, net (9,123,913) 2,062,927
Other receivables 1,615,101 (117,593)
Other current assets 570,799 1,006,663
Other assets — 36,829
Accounts payable (113,682) (13,465,530)
Accrued expenses and other current liabilities (33,526) 9,995,085
Accrued professional and general liability costs (4,582,000) 952,000
Net postemployment benefit obligation (23,000) 215,000
Net cash provided by (used in) operating activities $§ 45,305,327 (7,861,919)
Supplemental schedule of noncash investing and financing
activities:
Net increase in the fair value of investments $ 412,172 63,895
Equity in loss of joint ventures 441,193 —
Impairment of investment in joint venture — (4,652,667)
Gain (loss) on capital asset disposals 2 15,991 (1,745,571)

See accompanying notes to basic financial statements.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2011 and 2010

Organization and Summary of Significant Accounting Policies

Shelby County Health Care Corporation (d/b/a The Regional Medical Center at Memphis — “The Med”)
was incorporated on June 15, 1981, with the approval of the Board of County Commissioners of Shelby
County, Tennessee (the County). The Med is a broad continuum healthcare provider that operates facilities
owned by the County under a long-term lease. The lease arrangement effectively provided for the transfer
of title associated with operating fixed assets and the long-term lease (for a nominal amount) of related real

property. The lease expires in 2031.

The Med is a component unit of the County as defined by Governmental Accounting Standards Boatd
(GASB) Statement No. 14, The Financial Reporting Entity. The Med’s component unit relationship to the
County is principally due to financial accountability as defined in GASB Statement No. 14, The Med is
operated by a 13-member board of directors, all of whom are appointed by the Mayor of the County and

approved by the County Commission.

The Regional Medical Center Foundation (The Med Foundation) is a component unit of The Med
principally due to The Med’s financial accountability for The Med Foundation as defined in
GASB Statement No. 14. The Med Foundation is operated by a board of directors, all of whom are
appointed by The Med’s board. The Med Foundation is a blended component unit of The Med because it
provides services entirely to The Med. The Med Foundation issues separate audited financial statements,
which can be obtained by writing to The Regional Medical Center Foundation, 877 Jefferson Avenue,

Memphis, Tennessee 38103 or calling 901-545-7482.

GASB Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis — for
State and Local Governments, requires a management’s discussion and analysis (MD&A) section
providing an analysis of The Med’s overall financial position and results of operations; however, The Med
has chosen to omit the MD&A from these accompanying financial statements.

The significant accounting policies used by The Med in preparing and presenting its financial statements
follow:

(¢) Presentation
The financial statements include the accounts of The Med. All material intercompany accounts and
transactions have been eliminated.

(b) Use of Estimates

The preparation” of financial statements in conformity with U.S. generally accepted accounting
principles requires that management make estimates and assumptions affecting the reported amounts
of assets, liabilities, revenues, and expenses, as well as disclosure of contingent assets and liabilities.

Actual results could differ from those estimates.

Significant items subject to estimates and assumptions include the determination of the allowances
for contractual adjustments and uncollectible accounts, reserves for professional and general liability
claims, reserves for employee healthcare claims, net postretirement benefit cost and obligation, and

estimated third-party payor settlements.

8 (Continucd)

265



SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2011 and 2010

In addition, laws and regulations governing the Medicare, TennCare, and Medicaid programs are
extremely complex and subject to interpretation. As a result, there is at least a reasonable possibility
that recorded estimates related to these programs will change by a material amount in the near term.

(c) Euaterprise Fund Accounting

The Med’s financial statements are prepared using the economic resources measurement focus and
accrual basis of accounting. Pursuant to and as permitted by GASB Statement No. 20, dccounting
and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use
Proprietary Fund Accounting, The Med has elected to not apply the provisions of any otherwise
relevant pronouncements of the Financial Accounting Standards Board (FASB) issued after
November 30, 1989. The Med applies the provisions of all relevant pronouncements of the
GASB and pronouncements of the FASB issued prior to November 30, 1989 that do not conflict with

‘GASB pronouncements.

(d) Cash Equivalents

The Med considers investments in highly liquid debt instruments purchased with an original maturity
of three months or less to be cash equivalents.

(¢) Investments and Investment Income
Investments are carried at fair value, principally based on quoted market prices. Investment income
(including realized and unrealized gains and losses) from investments is reported as nonoperating
revenue,

() Inventories

Inventories, consisting principally of medical supplies and pharmaceuticals, are stated at the lower of
cost (first-in, first-out method) or replacement market.

(g) Investments in Joint Ventures

Investments in joint ventures consist of The Med’s equity interests in joint ventures as measured by
its ownership interest if The Med has an ongoing financial interest in or ongoing financial
responsibility for the joint venture. The investments are initially recorded at cost and are
subsequently adjusted for additional contributions, distributions, undistributed earnings and losses,

and impairment losses.

()  Capital Assets
Capital assets are recorded at cost, if purchased, or at fair value at the date of donation. Depreciation
is provided over the useful life of each class of depreciable asset using the straight-line method.
Maintenance and repairs are charged to operations. Major renewals and befterments are capitalized.
When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts and the gain or loss, if any, is included in nonoperating revenues
(expenses) in the accompanying statements of revenues, expenses, and changes in net assets.

9 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30,2011 and 2010

The Med capitalizes interest cost on qualified construction expenditures, net of income earned on
related trusteed assets, as a component of the cost of related projects. No such interest costs were
capitalized in 2011 or 2010.

All capital assets other than land are depreciated using the following lives:

Land improvements 5 to 25 years
Buildings and improvements 10 to 40 years
Fixed equipment S to 25 years
Movable equipment 3 to 20 years
Software 3 years

(i)  Impairment of Capital Assets

Capital assets are reviewed for impairment when service utility has declined significantly and
unexpectedly. If such assets are no longer used, they are reported at the lower of carrying value or
fair value. If such assets will continue to be used, the impairment loss is measured vsing the method
that best reflects the diminished service utility of the capital asset. No charge related to impairment
matters was required during 2011 or 2010.

()  Compensated Absences

The Med’s employees accumulate vacation, holiday, and sick leave at varying rates depending upon
their years of continuous service and their payroll classification, subject to maximum limitations.
Upon termination of employment, employees are paid all unused accrued vacation and holiday time
at their regular rate of pay up to a designated maximum number of days. Since the employees’
vacation and holiday time both accumulates and vests, an accrual for this liability is included in
accrued expenses and other cuirent liabilities in the accompanying balance sheets. An accrual is
recognized for unused sick leave expected to be paid to employees eligible ta retire.

(k) Net Assets

Net assets of The Med are classified into the following components:

. Net assets invested in capital assels, net of related debt, consist of capital assets net of
accumulated depreciation and reduced by outstanding balances of any borrowings used to
finance the purchase or construction of those assets,

) Restricted net assets include those net assets with limits on their use that are externally
imposed (by creditors, grantors, contributors, or the laws and regulations of other
govermments).

. Unrestricted net assets are remaining net assets that do not meet the definition of invested in

capital assets, net of related debt, or restricted.

When The Med has both restricted and unrestricted resources available to finance a particular
program, it is The Med’s policy to use restricted resources before unrestricted resources.

10 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2011 and 2010

The Med Foundation historically and to-date does not maintain donor-restricted endowment funds,
or any Board-designated endowments. The Med Foundation’s Board has interpreted Tennessee’s
State Prudent Management of Institutional Funds Act (SPMIFA) as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds, absent
explicit donor stipulations to the contrary. In all material respects, income from The Med
Foundation’s donor-restricted endowment funds is itself restricted to specific donor-directed
purposes, and is therefore accounted for within restricted net assets until expended in accordance
with the donor’s wishes. The Med Foundation oversees individual donor-restricted endowment funds
to ensure that the fair value of the original gift is preserved.

(D Statement of Revenues, Expenses, and Changes in Net Assets

For purposes of presentation, transactions deemed by management to be ongoing, major, or central to
the provision of healthcare services, other than financing costs, are reported as operating revenues
and operating expenses, Other transactions, such as interest expense, investment income,
appropriations from Shelby County, gain (loss) on disposal of capital assets, and equity in earnings
and impairment losses of joint ventures, are reported as nonoperating revenues and expenses.

(m) Net Patient Service Revenuie

Net patient service revenue is reported at estimated net realizable amounts from patients, third-party
payors, and others for services rendered, including estimated retroactive revenue adjustments due to
future audits, reviews, and investigations. Retroactive adjustments are considered in the recognition
of revenue on an estimated basis in the period the related services are rendered and such amounts are
adjusted in future periods as adjustments become known or as years are no longer subject to such
audits, reviews, and investigations. Changes in estimates related fo prior cost reporting periods
resulted in an inciease in net patient service revenue of approximately $613,000 and $642,000 in

2011 and 2010, respectively.

(n) Charity Care
The Med provides care to patients who meet certain criteria under its charity care policy without
charge or at amounts less than its established rates. Because The Med does not pursue collection of
amounts determined to qualify as charity care, they are not reported as revenue.

(o) Income Taxes

The Med is a not-for-profit corporation organized by the approval of the Board of County
Commissioners of the County and qualifies as a tax-exempt entity under Internal Revenue Code
(IRC) Section 501(a) as organizations described in IRC Section 501(c)(3), and therefore related
income is generally not subject to federal or state income taxes, except for tax on income from
actvities unrelated to its exempt purpose as described in IRC Section 512(a). Thus, no provision for
income taxes has been recorded in the accompanying financial statements.

11 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2011 and 2010

(n) Appropriations

The County has historically appropriated funds annually to The Med to partially offset the cost of
medical care for indigent residents of the County. Appropriations for indigent residents from the
County for 2011 and 2010 were approximately $26.8 million and $30.6 million, respectively.
Appropriations from the County are reported as nonoperating revenue in the accompanying
statements of revenues, expenses, and changes in net assets. During 2010, The Med received $2
million of capital appropriations from the City of Memphis. Capital appropriations are reported as
such in the statements of revenues, expenses, and changes in net assets. No capital appropriations
were received from the City of Memphis for the 2011 fiscal year.

Deposits and Investments

The composition of cash and cash equivalents follows:

2011 2010
Cash $ 11,754,726 12,678,543
Money market funds 35,062,736 40,898,141
$ 46,817,462 53,576,684

The Med’s and The Med Foundation’s bank balances that are considered to be exposed to custodial credit
risk at June 30, 2011 and 2010 follow:

2011 2010
Uninsured, uncollateralized, or collateralized by securities
held by the pledging institution or by its trust department
or agent in other than The Med’s name $ 35,750,935 40,933,252

[nvestments and restricted investments include amounts held by both The Med and The Med Foundation.

The composition of investments and restricted investments follows:

2011 2010

U.S. agencies § 50,027,209 4,431,673
Certificates of deposit 6,683,600 480,000
Corporate bonds 16,007,992 2,061,327
Discount notes 208,323 —_
U.S. government funds 434,413 804,608
Common stock 1,963,341 1,345,997
Accrued interest 369,592 34,788

' $ 75,694,470 9,158,393

Custodial credit risk is the risk that, in the event of a bank failure, an organization’s deposits may not be
returned. Neither The Med nor The Med Foundation has a deposit policy for custodial credit risk.

12 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2011 and 2010

At June 30, 2011, The Med and The Med Foundation had investments in debt securities with the following
maturities:

Investment and restricted
investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1-5years 5+ years
U.S. agencies $ 50,027,209 1,604,820 203,096 48,219,293 —
Corporate bonds 16,007,992 1,114,484 1,639,353 13,145,279 108,876
Discount notes 208,323 109,716 - 08,607 -
$ 66,243,524 2,829,020 1,842,449 61,463,179 108,876

At June 30, 2010, The Med and The Med Foundation had investments in debt securities with the following
maturities:

Investment and restricted
investment maturities (in years)

Less than 6 months
Fair value 6 months to 1 year 1-5 years 5+ years
.S, agencies $ 4,431,673 710,548 530,018 3,089,970 101,137
Corporate bonds 2,061,327 50,866 92,881 1,587,788 329,792
$ 6,493,000 761,414 622,899 4,677,758 430,929

At June 30, 2011 and 2010, The Med Foundation had one investment totaling $434,413 and $778,387,
respectively, in the SEI Daily Income Trust Government Fund that represents 5% or more of its total
investments.

13 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30, 2011 and 2010

At Tune 30, 2011, The Med’s and The Med Foundation’s corporate bonds, collectively, had the following
credit ratings:

Fair value Credit rating
§ 163,054 BBB-
315,156 BBB
549,105 BBB+
405,384 A-
4,379,082 A
5,310,862 A+
4,263,703 AA-
60,533 AA+
561,113 AAA

§ 16,007,992

At June 30, 2010, The Med’s and The Med Foundation’s corporate bonds, collectively, had the following
credit ratings:

Fair value Credit rating
$ 48,582 BB+
267,188 BBB-
159,449 BEBB
456,229 BBB+
268,681 A-
569,756 A
25,596 AA-
61,038 AA+
204,808 AAA

$ 2,061,327

The Med’s and The Med Foundation’s investments in discount notes at June 30, 2011 were not rated.

As of June 30, 2011, The Med’s invesiment strategy, per its investment policy, is to provide liquidity to
fund ongoing operating needs and to act as a repository for both the accumulation of cash reserves needed
to cushion economic down cycles and to provide cash earmarked for strategic needs.

The portfolio objectives of The Med, listed in order of importance, are as follows:

1.  Preserve principal.
2. Maintain sufficient liquidity to meet forecasted cash needs.
3. Maintain a diversified portfolio in order to minimize credit risk.

14 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30,2011 and 2010

4.  Maximize yield subject to the above criteria.

The authorized investments are as follows:

1. Commercial Paper — Any commercial paper issued by a domestic corporation with a maturity of 270
or less days that carries the highest rating by a recognized investor service, preferably Standard and
Poor’s and Moody’s. Commercial paper shall not represent more than 50% of the portfolio.

2. US. Treasury Securities — U.S. Treasury notes, bills, and bonds with remaining maturities not to
exceed one year. There is no upper limit restriction as to the maximum dollar amount or percentage
of the portfolio that may be invested in U.S. Treasury securilies.

3. Bank Obligations — Any certificate of deposit, time deposit, Eurodollar CD issued by a foreign
branch of a U.S. bank, bankers’ acceptance, bank note, or letter of credit issued by a (U.S.) bank
possessing at least the second highest long-term debt rating from at least two recognized investor
services, preferably Standard and Poor’s and Moody’s. Aggregate exposure to any bank may not
exceed 20% of the portfolio. If aforementioned is not achieved, provision can be met by 100%

collateralization by U.S. government securities.

4,  Repurchase Agreements — Any Repurchase Agreement purchased from one of the top 25 U.S. banks
or one of the primary dealers regulated by the Federal Reserve that is at least 102% collateralized by
U.S. government obligations. Repurchase Agreements may not represent more than 20% of the

portfolio.

5.  Funds — Any open-end money market fund regulated by the U.S. government under Investment
Company Act Rule 2a-7. Any investment fund regulated by a Registered Investment Advisor under
Rule 3c-7. Such fund investment guidelines must state that “the fund will seek to maintain a $1 per
share net asset value.” The Company’s investment in any one fund may not exceed 10% of the assets

of the fund into which it is invested.

6. United States Government Obligations — Any obligation issued or backed (federal agencies) by the
U.S. government with a maturity of 24 months or less. No more than 25% may be invested in

obligations of any one federal agency.

The Finance Committee of the Board of Directors meets regularly to review asset allocation, investment
selection, portfolio performance, and overall adherence to the investment policy guidelines.

As of June 30, 2011, The Med Foundation utilized one investment manager. This manager is required to
make investments in adherence to The Med Foundation’s current investment policy and objectives.

The Med Foundation follows an investment strategy focused on maximizing total return (i.e., aggregate
return from capital appreciation and dividend and interest income) while adhering to certain restrictions

designed to promote a conservative portfolio.

Specifically, the primary objective of The Med Foundation investment management strategy is to maintain
an investment portfolio designed to generate a high level of current income with above-average stability.
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Guidelines for investments and cash equivalents for The Med Foundation follow:

1.

6.

The Med Foundation’s assets may be invested only in investment grade bonds rated Baa (or
equivalent) or better as determined by Moody’s Investor Service.

The overall market-weighted quality rating of the bond portfolio shall be no lower than A.

The Med Foundation’s assets may be invested only in commercial paper rated P-2 (or equivalent) or
better by Moody’s Investor Service.

The market-weighted maturity of the base portfolio shall be no longer than 10 years.

Quality of the equity securities will be governed by the federal Employee Retirement and Income
Security Act (ERISA), the Tennessee guidelines for investing trust funds, and the “prudent man

rule.”

Conservative option strategies may be used, with a goal of increasing the stability of the portfolio.

The Med Foundation limits investments in common stock to 40% of its investment portfolio. The
remainder of the portfolio is to be invested in fixed income investments.

Investment income is comprised of the following:

2011 2010
Dividend and interest income b 763,027 391,495
Net increase in the fair value of investments 412,172 63,895
3 1,175,199 455,390

Business and Credit Concentrations

The Med grants credit to patients, substantially all of whom are local area residents. The Med generally
does not require collateral or other security in extending credit to patients; however, it routinely obtains
assignment of (or is otherwise entitled to receive) patients’ benefits payable under their health insurance
programs, plans, or policies (e.g. Medicare, Medicaid, Blue Cross, and commercial insurance policies).

16 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION

The mix of receivables from patients and third-party payors follows, before application of related valuation

allowances:
2011 2010
Commercial insurance 35% 35%
Patients 27 28
Medicaid/TennCare 24 26
Medicare 14 11
100% 100%
Other Receivables
The composition of other receivables follows:
2011 2010
Accounts receivable from University of Tennessee
Center for Health Setvices $ 1,452,436 1,233,612
Accounts receivable from the County 108,984 285,204
Accounts receivable from the State of Tennessee 4,950,606 6,328,736
Grants receivable 956,230 639,187
Other 918,728 1,515,286
$ 8,386,984 10,002,085
Other Current Assets
The composition of other current assets follows:
2011 2010
Inventories $ 3,322,659 3,812,504
Prepaid expenses 464,064 545,018
b 3,786,723 4,357,522
17 (Continued)
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June 30, 2011 and 2010

Capital assets and related activity consist of the following:

Capital assets not being depreciated:
Construction in progress

Total book value of
capital assets not
being depreciated

Capital assets being depreciated:
Land improvements
Buildings
Fixed equipment
Movable equipment
Software

Total book value of
capital assets being
depreciated

Less accumulated depreciation for:
Land improvements
Buildings
Fixed equipment
Movable equipment
Software .
Total accumulated
depreciation
Capital assets being
depreciated, net
Capital assets, net

Balances at

Balances at

July 1, 2010 Additions Retirements Transfers June 30, 2011
$ — 4,608,122 — (3,311,045) 1,297,077
— 4,608,122 - (3,311,045) 1,297,077
5,981,266 186,355 — — 6,167,621
65,236,701 — — — 65,236,701
105,021,720 2,413,817 — 18,587 107,454,124
111,960,358 4,347,649 (498,002) 2,963,835 118,773,840
13,836,343 214,279 — 328,623 14,379,245
302,036,388 7,162,100 (498,002) 3,311,045 312,011,531
(5,234,433) (108,373) — — (5,342,806)
(53,941,911) (929,544) — — (54,871,455)
(83,453,969) (3,298,206) — — (86,752,175)
(93,375,806) (6,119,399) 497,471 — (98,997,734)
{12,955,654) (573,246) — — (13,528,900)
(248,961,773) (11,028,768) 497,471 - - (259,493,070)
53,074,615 (3,866,668) (531) 3,311,045 52,518,461
$ 53,074,615 741,454 (531) — 53,815,538
18 (Continued)
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Balances at

Balances at

July 1, 2009 Additions Retirements Transfers June 30, 2010
Capital assets not being depreciated:
Construction in progress $ 1,735,031 583,542 (1,727,581) (590,992) —
Total book value of
capital assets not .
being depreciated 1,735,031 583,542 (1,727,581) (590,992) -
Capital assets being depreciated:
Land improvements 5,979,700 1,566 — — 5,981,266
Buildings 65,236,701 s — — 65,236,701
Fixed equipment 104,615,645 406,075 — — 105,021,720
Movable equipment 106,909,674 4,704,851 (245,159) 590,992 111,960,358
Software 13,511,221 325,122 — - 13,836,343
Total book value of
capital assets being
depreciated 296,252,941 5,437,614 (245,159) 590,992 302,036,388
Less accumulated depreciation for:
Land improvements (5,116,611) (117,822) — — (5,234,433)
Buildings (52,878,738) 1,063,173) — — (53,941,911)
Fixed equipment (80,027,698) (3,426,271) — —_ (83,453,969)
Movable equipment (87,332,417) (6,268,148) 224,759 — (93,375,806)
Sofitware (12,076,711) (878,943) — — (12,955,654)
Total accumulated
depreciation (237,432,175) (11,754,357) 224,759 —  (248,961,773)
Capital assets being
depreciated, net 58,820,766 (6,316,743) (20,400) 590,992 53,074,615
Capital assels, net $ 60,555,797 (5,733,201) (1,747,981) — 53,074,615
Investments in Joint Ventures
The composition of investments in joint ventures follows:
2011 2010
[nvestment in Memphis Managed Care Corporation (MMCC) $ — 441,193

The Med was a 50% owner in MMCC, a TennCare managed care organization, with which The Med
contracted to provide services to MMCC enrollees. MMCC is subject to certain regulatory minimum
capital requirements and, in that respect, The Med had guaranteed capital deficiencies funding for MMCC
up to The Med’s proportionate ownership interest in MMCC. No accrnal for this obligation was required at
either June 30, 2011 or 2010. During fiscal 2008, The Med and University of Tennessee Medical Group
entered into a contract to sell the assets of MMCC to a publicly held managed care company and The Med
received cash distributions of $497,392 in fiscal 2011 and $1,998,807 in fiscal 2010 from the liquidation of
the assets of MMCC. A gain of approximately $56,000 was recognized in 2011 related to the final

liquidation of assets.
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Memphis Medical Center Air Ambulance Service, Inc. (MMCAAS) is a nonmember not-for-profit
corporation organized to operate an air ambulance service for the transportation of medical supplies,
equipment, and injured or sick persons. MMCAAS was organized by The Med and two other local
lhealthcare systems. The Med appoints one-third of the board members of MMCAAS and is entitled to
one-third of the net assets of MMCAAS in the event of dissolution. During fiscal 2010, management
evaluated its investment in MMCAAS and determined that realization of the Med’s investment in
MMCAAS at dissolution was not probable. Accordingly, management considered the investment irmpaired
and recorded a valuation allowance of approximately $4,653,000 in fiscal 2010, which is included in other
nonoperating expenses in the 2010 statement of revenues, expenses, and changes in net assets.

Separate audited financial statements for MMCC and MMCAAS are available and can be obtained by
writing to the management of The Med at 877 Jefferson Avenue, Memphis, Tennessee 38103 or by calling
901-545-7482.

(8) Accrued Expenses and Other Current Liabilities

The composition of accrued expenses and other current liabilities follows:

2011 2010

Due to third-party payors $ 11,304,000 12,028,000
Compensated absences 6,521,686 6,844,120
Deferred grant revenue 16,558 476,156
Accrued payroll and withholdings 5,341,835 3,509,329
Accrued employee healthcare claims 1,510,000 1,770,000
Acecrued interest — 1,482,076
Current professional and general liability costs 2,400,000 2,500,000

$ 27,094,079 28,609,681

(9) Amounts Payable to the County

The County has allocated proceeds from certain prior bond issuances to assist in funding The Med’s
acquisition of capital assets. A summary of related amounts payable to the County follows:

2011 2010
Installment notes payable in annual principal payments,
fully repaid in June 2011 with original maturity date of
May 2013, plus interest of 5.0% to 5.6% due annually $ — 677,113
Less current maturities — 212,802
$ — 464,311
20 (Continued)
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A schedule of the changes in The Med’s amounts payable to the County for 2011 and 2010 follows:

Date of Balances at Balances at Due within

Description issuance July 1, 2010 Additions Payments June 30, 2011 one year
Notes payable - Shelby County 5/1/1993  § 677,113 — (677,113) — —
Date of Ralances at Balances at Due within

Description issuance July 1, 2009 Additions Payments June 30, 2010 one year
Notes payable - Shelby County 2/1/1988 % 539,335 — (539,335) — —
Notes payable - Shelby County 5/1/1993 945,095 — (267,982) 677,113 212,802
Notes payable - Shelby County 12/1/2002 . 1,848,488 — (1,848,488) — —
§ 3,332,918 — (2,655,805) 677,113 212,802

Interest paid was approximately $1,586,000 and $759,000 in 2011 and 2010, respectively.

Net Patient Service Revenue

The Med has agreements with governmental and other third-party payors that provide for reimbursement to
The Med at amounts different from its established rates. Contractual adjustments under third-party
reimbursement programs represent the difference between billings at established rates for services and
amounts reimbursed by third-party payors. A summary of the basis of reimbursement with major

third-party payors follows:

Medicare — Substantially all acute care services rendered to Medicare program beneficiaries are paid
at prospectively determined rates. These rates vary according to patient classification systems that
are based on clinical, diagnostic, and other factors. Certain types of exempt services and other
defined payments related to Medicare beneficiaries are paid based on cost reimbursement or other
retroactive-determination methodologies. The Med is paid for retroactively determined items at
tentative rates with final settlement determined after submission of annual cost reports by The Med
and audits thereof by the Medicare fiscal intermediary. -

The Med’s classification of patients under the Medicare program and the appropriateness of their
admission are subject to an independent review by a peer review organization. The Med’s Medicare
cost reports have been audited and settled by the Medicare fiscal intermediary through
June 30, 2006. Revenue from the Medicare program accounted for approximately 16% and 17% of
The Med’s net patient service revenue for the years ended June 30, 2011 and 2010, respectively.

TennCare — Under the TennCare program, patients traditionally covered by the State of Tennessce
Medicaid program and certain members of the uninsured population enroll in managed care
organizations that have contracted with the State of Tennessee to ensure healthcare coverage to their.
enrollees. The Med contracts with the managed care organizations to receive reimbursement for
providing services to these patients. Payment arrangements with these managed care organizations
consist primarily of prospectively determined rates per discharge, discounts from established
charges, or prospectively determined per diem rates. Revenue from the TennCare program accounted
for approximately 27% and 32% of The Med’s net patient service revenue for the years ended
June 30, 2011 and 2010, respectively.
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The Med has historically received incremental reimbursement in the form of Essential Access
payments through its participation in the TennCare Program. Amounts received by The Med under
this program were approximately $90.2 million and $34.2 million in 2011 and 2010, respectively.
These amounts have been recognized as reductions in related contractual adjustments in the
accompanying statements of revenues, expenses, and changes in net assets. There can be no
assurance that The Med will continue to qualify for future participation in this program or that the
program will not ultimately be discontinued or materially modified. Any material reduction in such
funds has a correspondingly material adverse effect on The Med’s operations.

Arkansas Medicaid — Substantially all inpatient and outpatient services rendered to Arkansas
Medicaid program beneficiaries are paid under prospective reimbursement methodologies
established by the State of Arkansas. Certain other reimbursement items (principally inpatient
nursery services and medical education costs) are based upon cost reimbursement methodologies.
The Med is reimbursed for cost reimbursable items at tentative rates with final settlement determined
after submission of annual cost reports by The Med and audits thereof by the Arkansas Department
of Health and Human Services (DHHS). The Med’s Arkansas Medicaid cost reports have been
audited and settled by the Arkansas DHHS through June 30, 2005. Revenue from the State of
Arkansas Medicaid program accounted for approximately 1% of The Med’s net patient service
revenue for both the years ended June 30, 2011 and 2010.

The Med has historically received incremental reimbursement in the form of Upper Payment Limit
(UPL) and Disproportionate Share payments through its participation in the State of Arkansas
Medicaid program. The net benefit for The Med associated with this program, totaling approximately
$3.4 million and $2.4 million for the years ended June 30, 2011 and 2010, respectively, has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net assets. There can be no assurance that The Med will continue
to qualify for future participation in this program or that the program will not ultimately be
discontinued or materially modified.

Mississippi Medicaid — Inpatient and outpatient services rendered to Mississippi Medicaid program
beneficiaries are generally paid based upon prospective reimbursement methodologies established by
the State of Mississippi. Revenue from-the State of Mississippi Medicaid program accounted for
approximately 2% of The Med’s net patient service revenue for both the years ended June 30, 2011
and 2010.

The Med has historically received incremental reimbursement in the form of Disproportionate Share
and additional appropriation payments through its patticipation in the State of Mississippi Medicaid
program. The net benefit for The Med associated with this program, totaling approximately
$4.4 million and $3.6 million for the years ended June 30, 2011 and 2010, respectively, has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net assets.

Other — The Med has also entered into other reimbursement arrangements providing for payment
methodologies, which include prospectively determined rates per discharge, per diem amounts, and
discounts from established charges.
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The composition of net patient service revenue follows:

2011 2010
Gross patient service revenue $ 872,788,467 835,005,580
Less provision for contractual and other adjustments 465,982,310 478,088,787
Less provision for bad debts 78,685,839 105,380,094
Net patient service revenue $ 328,120,318 251,036,699

The composition of incremental reimbursement from various state agencies for participation in
TennCare/Medicaid programs follows:

2011 2010
TennCare Essential Access | 3 90,176,479 34,229,596
Arkansas UPL/Disproportionate Share 3,374,913 2,436,043
Mississippi Disproportionate Share 4,365,373 3,562,019
Total payments $ 97,916,765 40,227,658

In the spring of 2010, the Patient Protection and Affordable Care Act and the Health Care and Education
Reconciliation Act (collectively, the Health Care Acts) were signed into law by President Obama. The
impact of the Health Care Acts is complicated and difficult to predict, but The Med anticipates its
reimbursement in the future will be affected by major elements of the Health Care Acts designed to (1)
increase insurance coverage, (2) change provider and payor behavior, and (3) encourage alternative
delivery models. Many healthcare reform variables remain unknown and are, among other things,
dependent on implementation by federal and state governments and reactions by providers, payors,
employers, and individuals. The Med continues to monitor developments in healthcare reform and
participates actively in contemplating and designing new programs that are encouraged and/or required by
the Health Care Acts.

The Health Information Technology for Economic and Clinical Health (HITECH) Act was enacted as part
of the American Recovery and Reinvestment Act of 2009 and signed into law in February 2009. In the
context of the HITECH Act, The Med must implement a certified Electronic Health Record (EHR) in an
effort to promote the adoption of “meaningful use” of health information technology (HIT). The HITECH
Act includes significant monetary incentives and payment penalties meant to encourage the adoption of
EHR technology. The Med anticipates that its current efforts at implementing an enterprise-wide EHR will
enable its compliance with the Meaningful Use objectives mandated in the HITECH legislation.

(11) Charity Care

The Med maintains records to identify and monitor the level of charity care it provides. These records
include the amount of charges foregone for services and supplies furnished under its charity care policy.
Charges foregone, based on established rates, were approximately $257.0 million and $250.7 million in
2011 and 2010, respectively. In 2008, the Med implemented processes to better identify and record ils
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charity care, including a discount from standard charges for uninsured patients. Such discount is included
in the charges forgone, as The Med does not pursue collection and totaled approximately $119.0 million
and $113.2 million in 2011 and 2010, respectively.

(12) Retirement Plans

(a) Defined Benefit Plan

The Med contributes to the Shelby County Retirement System (the Retirement System), a
cost-sharing single-employer defined benefit public employee retirement system (PERS) established
by Shelby County, Tennessee. The Retirement System is administered by a board, the majority of
whose members are nominated by the Shelby County Mayor, subject to approval by the Shelby
County Board of Commissioners. The Retirement System issues a publicly available financial report
that includes financial statements and required supplementary information. That report may be
obtained by writing to the Shelby County Retirement System, Suite 950, 160 North Main, Memphis,
Tennessee 38103 or calling 901-545-3570.

Shelby County provides office space and certain administrative services at no cost to the Retirement
System. All other costs to administer the plan are paid from plan earnings.

Substantially all full-time and permanent part-time employees of Shelby County (including The Med
and Shelby County’s other component units), other than the Shelby County Board of Education
employees, employees who have elected to be covered by Social Security, employees designated as
Comprehensive Employment Training Act employees after July 1, 1979, and certain employees of
The Med are required, as a condition of employment, to participate in the Retirement System.

The Retirement System consists of three plans (Plans A, B, and C). In 1990, Plans A and B were
merged into one reporting entity, whereby total combined assets of the merged.plans are available
for payment of benefits to participants of either of the two previously existing plans. In 2005, Plan C -
was added and merged with Plans A and B for funding purposes. While the plans were merged, the
Retirement System has retained the membership criteria of the previous plans, which are as follows:

] Plan C, a contributory cost-sharing multiple-employér defined benefit pension plan for
employees who are also eligible for Plan A,

. Plan B, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired prior to December 1, 1978, and

. Plan A, a noncontributory cost-sharing multiple-employer defined benefit pension plan for
employees hired on or after December 1, 1978, and those employees that elected to transfer to
Plan A from Plan B before January 1, 1981.

The Shelby County Board of Commissioners establishes the Retirement System’s benefit provisions.
Once a person becomes a participant, that person will continue to participate as long as he or she is
an employee of Shelby County or The Med. The Retirement System provides retirement, as well as
survivor and disability defined benefits.
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The Retirement System’s funding policy for employee contribution requirements is established by
the Board of Administration of the Retirement System (the Board). The Shelby County Board of
Commissioners establishes the Retirement System’s funding policy for employer contribution
requirements. For fiscal years 2011, 2010, and 2009, the employer contribution requirements were
based on the actuarially determined contribution rates, which were 9.21%, 7.25%, and 5.91%,

respectively.

The actuarially determined contribution rate was calculated using a projected unit credit service pro
rata cost method for Plan A, Plan B, and Plan C participants.

For fiscal years 2011, 2010, and 2009, the following contributions were made to the defined benefit

plans:
2011 2010 2009
The Med’s contributions:
Plan A $ 317,039 495,711 343,155
Plan B 164 375 283
Plan C 134,580 224,122 53,188
Employee contributions:
Plan B 89 213 167
Plan C 48,938 119,831 83,842

The contributions as a percentage of earned compensation were the same as those for the Retirement
System. The Med contributed 100% of its required contributions in 2011, 2010, and 2009.

(b) Defined Contribution Plan

Effective July 1, 1985, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis Retirement Investment Plan, a defined contribution pension
plan covering employees 21 years of age and older who have completed one year of service, as
defined, and are not participating in any other pension program to which The Med makes
contributions. The plan provides for employee contributions of between 2% and 6% of compensation
and for equal matching contributions made by The Med. Participants are immediately vested in their
contributions plus actual earnings thereon. Participants vest 20% in the employers matching
contributions after two years of service, 50% after three years, 75% after four years, and 100% after
five years. Forfeitures are returned to The Med to reduce future matching contributions. For the
defined contribution plan, The Med contributed approximately $2.1 million to the plan for the year
ended 2010. Defined contribution plan participants contributed approximately $2.8 million to the
plan for the year ended 2010. The defined contribution plan ceased accepting contributions on
September 30, 2009; therefore, there were no contributions by The Med or participants for the year

ended June 30, 2011.

Effective October 1, 2009, The Med establishecl; under the authority of its Board of Directors, The
Regional Medical Center at Memphis 403(b) Retirement Plan, a defined contribution pension plan
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covering employees 21 years of age and older who have completed one year of service. The plan
provides for a 50% employer match on employee contributions up to 6% of employce compensation.
Participants are immediately vested in their contributions plus actual earnings thereon. Participants
vest 20% in the employers matching contributions after two years of service, 50% after three years,
75% after four years, and 100% after five years. Forfeitures remain in the plan for the benefit of
other participants. The Med contributed $1.1 million to the 403(b) plan for both the years ended
June 30, 2011 and 2010. 403(b) plan participants contributed approximately $2.8 million and $2.6
million to the 403(b) plan for the years ended June 30, 2011 and 2010, respectively.

Effective December 2010, The Med established, under the authority of its Board of Directors, The
Regional Medical Center at Memphis Nonqualified Supplemental Retirement Plan (Supplemental
Retirement Plan). The Supplemental Retirement Plan was formed under Section 457(f) of the IRC of
1986, and management believes that it complies with all provisions applicable to a nonqualified
deferred compensation plan under IRC Section 409A. Plan participants contributed approximately
$235,000 to the plan for the year ended June 30, 2011.

(13) Postretirement Benefit Plan

Regional Medical Center Healthcare Benefit Plan (the Plan) is a single-employer defined benefit healthcare
plan sponsored and administered by The Med. The Plan provides medical and life insurance benefits to
eligible retirees and their spouses. The Med’s Board of Directors is authorized to establish and amend all
provisions. The Med does not issue a publicly available financial report that includes financial statements

and required supplementary information for the Plan.

During fiscal year 2010, The Med’s Board of Directors approved a plan amendment which eliminated
medical coverage for those emplayees who did not have 15 years of service as of Decetnber 31, 2009 and
eliminated life insurance coverage for those employees retiring January 1, 2010 or later.

(@)  Funding Policy

The contribution requirements of employees and the Plan are established and may be amended by
The Med’s Board of Directors. Monthly contributions are required by retirees who are eligible for
coverage. The Med pays for costs in excess of required retiree contributions. These contributions are
assumed to increase based on future medical plan cost increases. For fiscal 2011 and 2010, The Med
contributed approximately $1,171,000 and $1,116,000, respectively, net of retiree contributions, to
the Plan. Plan members receiving benefits contributed approximately $304,000 in fiscal 2011 and
$432.,000 in fiscal 2010 through their required contributions. The following table summarizes the
monthly contribution rates for the year beginning July 1, 2009:

Single Family
Pre-Medicare $ 1,343 1,498
Pre-Medicare Eligible 475 287
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() Annual OPEB Cost and Net OPEB Obligation

The Med’s annual other postemployment benefit (OPEB) cost is calculated based on the annual
required confribution of the employer (ARC), an amount actuarially determined in accordance with
the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a petiod of 30 years. The following table shows the components
of The Med’s annual OPEB cost for fiscal 2011 and 2010, the amounts actually contributed to the
Plan, and changes in The Med’s net OPEB obligation:

2011 2010
Annual required contributions and annual OPEB cost $ 1,148,234 1,330,635
Conlributions made 1,171,234 1,115,635
(Decrease) increase in net OPEB obligation (23,000) 215,000
Net OPEB obligation, beginning of year 935,000 720,000
Net OPEB obligation, end of year $ 012,000 935,000

(¢) Three-Year Trend Information
Percentage of

annual
Annual OPLB cost Net OPEB
Fiscal year ended OPEB cost contributed obligation
6/30/11 $ 1,148,234 102% $§ 912,000
6/30/10 1,330,635 84% 935,000
6/30/09 1,831,095 87% 720,000

(d) Funded Status and Funding Pragréss — Required Supplementary Information

As of July 1, 2010, the most recent actuarial valuation date, the plan was not funded. The actuarial
accrued liability for benefits was $24,469,273 resulting in an unfunded actuarial accrued liability

(UAAL) of $24,469,273.

Actnarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule of funding progress, as presented below as required
supplementary information, presents multiyear trend information about whether the actuarial value
of plan assets is increasing or decreasing over (ime relative to the actuarial accrued liabilities for

benefits.
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(¢)  Schedule of Funding Progress — Required Supplementary Information
Analysis of the Plan’s funding status follows:

Actuarial

Actuarial Actunrial acerued Plan assets AAL asof a%
valuation value of liabillty less than Covered of covered
date plan assets (AAL) AAL Funded ratio payroll payroll
N1/2010 b - 24,469,273 24,469,273 0.0% $ 21,995,253 111.0%
71112009 — 24,769,964 24,769,964 0.0% 67,042,048 36.9%
7/1/2008 — 25,656,247 25,656,247 0.0% 73,447,453 34.9%

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valnation and the historical pattern sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2010 actuarial valuation, the projected unit credit actvarial method was used. The
actuarial assumptions included a 3% investment rate of return, which is a long-term rate of return on
general account assets, and an annual inflation rate and annual healthcare cost trend rate of 8.4%,
reducing each year until it reaches an annual rate of 4.5% in 2027. The UAAL is being amortized,
using a level percent of pay method, over a 30-year period under the Projected Unit Credit Method.

(14) Transactions with University of Tennessee Center for Health Services

The Med contracts with University of Tennessee Center for Health Services (UTCHS) and University of
Tennessee Medical Group (UTMG) to provide, among other things, The Med’s house staff, professional
supervision of certain ancillary departments and professional care for indigent patients. The Med also
provides its facilities as a teaching hospital for UTCHS.

Operating expenses include approximately $40.0 million in 2011 and $40.2 million in 2010 for all
professional and other services provided by UTCHS/UTMG.

(15) Risk Management

The Med has a self-insurance program for professional and general liability risks, both with respect to
claims incurred after the effective date of the program and claims incurred but not reported prior to that
date. The Med has not acquired any excess coverage for its self-insurance because The Med is afforded
sovereign immunity in aceordance with applicable statutes. Presently, sovereign immunity limits losses to
$300,000 per claim. The Med has recorded an accrual for self-insurance losses totaling approximately $8.9
million and $13.6 million at June 30, 2011 and 2010, respectively.

Incurred losses identified through The Med’s incident reporting system and incurred but not reported
losses are accrued based on estimates that incorporate The Med’s current inventory of reported claims and

28 (Continued)
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(16)

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2011 and 2010

historical experience, as well as considerations such as the nature of each claim or incident, relevant trend
factors, and advice from consulting actuaries.

The following is a summary of changes in The Med’s self-insurance liability for professional and general
liability costs for fiscal 2011 and 2010:

2011 2010

Balance at July 1 $ 13,582,000 12,880,000
Provision for claims reported and claims incurred but

not reported 5,338,000 5,302,000

Claims paid (10,020,000) (4,600,000)

8,900,000 13,582,000

Amounts classified as current liabilities (2,400,000) (2,500,000)

Balance at June 30 $ 6,500,000 11,082,000

Like many other businesses, The Med is exposed to various risks of loss related to theft of, damage to, and
destruction of assets; business interruption; errors and omissions; employee injuries and illness; and natural
disasters. Commercial insurance coverage is purchased for claims arising from such matters. Claims settled
through June 30, 2011 have not exceeded this commercial coverage in any of the three preceding years.

The following is a summary of changes in The Med’s self-insurance liability for employee health coverage
(included in accrued expenses and other current liabilities in the accompanying balance sheets) for fiscal
2011 and 2010:

2011 2010
Balance at July 1 $ 1,770,000 1,762,000
Claims reported and claims incurred but not reported 10,206,014 10,623,050
Claims paid (10,466,014) (10,615,050)
Balance at June 30 $ 1,510,000 1,770,000

Commitments

The Med has outstanding service contracts for management services, equipment maintenance, and blood
supply services. Estimated future payments under the contracts follow:

2012 5 4,179,592
2013 1,200,840
2014 1,031,706
5__6412,138
29 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30,2011 and 2010

Expense under these contracts and other contracts was approximately $9.1 million and $9.9 million for the
years ended June 30, 2011 and 2010, respectively.

(17) Leases

The Med had a capital lease obligation with a vendor for clinical equipment with an original cost of
$1,850,000. The obligation was paid off during fiscal 2010.

A schedule of changes in The Med’s capital lease obligation follows:

Balance Balance
Date of July 1, June 30,  Due within
Description lease 2009 Additions Payments 2010 one year
Omnicell, Inc. 10/1/2008 § 1,591,384 —  (1,591,384) - —

The Med has entered into noncancelable operating leases for certain buildings and equipment. Rental
expense for all operating leases was approximately $4.8 million and $5.0 million for the years ended
June 30, 2011 and 2010, respectively. The future minimum payments under noncancelable operating leases

as of June 30, 2011 follow:

2012 b 739,596
2013 ; 677,029
2014 363,639
2015 66,189

B 1,846,453

(18) Current Economic Environment

The U.S. economy continues to suffer in many respects from ongoing characteristics associated with the
downturn of the past several years. Management at The Med monitors economic conditions closely, both
with respect to potential impacts on the healthcare provider industry and from a more general business
perspective. While The Med was able to achieve certain objectives of importance in the current economic
environment, management recognizes that economic conditions may continue to impact The Med in a
number of ways, including (but not limited to) uncertainties associated with U.S. financial system reform
and rising self-pay patient volumes and cotresponding increases in uncompensated care.

Additionally, the general healthcare industry environment is increasingly uncertain, especially with respect
to the impacts of the federal healthcare reform legislation which was passed in the spring of 2010. Potential
impacts of ongoing healthcare industry transformation include, but are not limited to:

e Significant (and potentially unprecedented) capital investmert in healthcare information technology
(HCIT);

30 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements

June 30,2011 and 2010

e Continuing volatility in the state and federal government reimbursement programs;

Lack of clarity related to the health benefit exchange framework mandated by reform legislation,
including important open questions regarding exchange reimbursement levels, changes in combined
state/federal disproportionate share payments, and impact on the healthcare “demand curve” as the

previously uninsured enter the insurance system;

Effective management of multiple major regulatory mandates, including achievement of meaningful
use of HCIT and the transition to ICD-10;

Significant potential business model changes throughout the healthcare industry, including within the
healthcare commercial payor industry.

The business of healthcare in the current economic, legislative and regulatory environment is volatile. Any
of the above factors, along with changes in appropriations from the County and City of Memphis and
others both currently in existence and which may or may not arise in the future, could have a material
adverse impact on The Med’s financial position and operating results.

31
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SHELBY COUNTY HEALTH CARE CORPORATION

Combining Schedule - Balance Sheet

Assets

Current assets:
Cash and cash equivalents
Investments
Patient accounts receivable, net
Other receivables
Other current assets

Total current assets

Restricted investments
Capital assets, net

Total assets

Liabilities and Net Assets

Current liabilities:
Accounts payable
Accrued expenses and other current liabilities

Total current liabilities
Accrued professional and general liability costs
Net postemployment benefit obligation

Total liabilities

Net assets:
Invested in capital assets, net of related debt
Restricted for:
Capital assets
Indigent care
Unrestricted
Total net assets
Commitments and conlingencies

Total liabilities and net assets

See accompanying independent auditors' report.

June 30, 2011

Schedule 1

The Regional
Medical
Shelby County Center

Health Care at Memphis
Corporation TFoundation Combined
$ 46,779,628 37,834 46,817,462
69,854,051 e 69,854,051
29,399,243 — 29,399,243
8,381,809 5,175 8,386,984
3,786,723 - 3,786,723
158,201,454 43,009 158,244,463
— 5,840,419 5,840,419
53,815,538 e 53,815,538
$ 212,016,992 5,883,428 217,900,420
$ 6,852,445 — 6,852,445
27,091,145 2,934 27,094,079
33,943,590 2,934 33,946,524
6,500,000 — 6,500,000
912,000 = 912,000
41,355,590 2,934 41,358,524
53,815,538 — 53,815,538
— 3,301,588 3,301,588
- 687,422 © 687,422
116,845,864 1,891,484 118,737,348
170,661,402 5,880,494 176,541,896
$ 212,016,992 5,883,428 217,900,420
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SHELBY COUNTY HEALTH CARE CORPORATION
Combining Schedule - Statement of Revenues, Expenses and Changes in Net Assets

Year ended June 30, 2011

Operating revenues:
Net patient service revenue
Other revenue

Total operating revenues

Operating expenses:

Salaries and benefits
« Supplies and services

Physician and professional fees
Purchased medical services
Plant operations
Insurance
Administrative and general
Community services
Depreciation and amortization

Total operating expenses
Operating gain (loss)

Nonoperating revenues (expenses):
Interest expense
Investment income
Apprapriations from Shelby County
Other

Total nonoperating revenues, net
Increase (decrease) in net assets
Net assets, beginning of year

Net assets, end of year

See accompanying independent anditors' report:
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Schedule 2

The Regional
Medical
Shelby County Center
Health Care at Memphis

Corporation Foundation Combined
$ 328,120,318 — 328,120,318
9,279,344 938,593 10,217,937
337,399,662 938,593 338,338,255
135,198,480 — 135,198,480
62,032,558 — 62,032,558
33,124,144 — 33,124,144
13,129,867 — 13,129,867
12,994,559 — 12,994,559
7,899,082 — 7,899,082
14,883,262 — 14,883,262
— 2,080,755 2,080,755
11,028,768 — 11,028,768
290,290,720 2,080,755 292,371,475
47,108,942 (1,142,162) 45,966,780
(104,172) — (104,172)
539,679 635,520 1,175,199
26,816,000 — 26,816,000
72,188 — 72,188
27,323,695 635,520 27,959,215
74,432,637 (506,642) 73,925,995
96,228,765 6,387,136 102,615,901

$ 170,661,402 5,880,494 176,541,896




Management Officials

SHELRY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Roster of Management Officials and Board Members

June 30, 2011
Unandited

Reginald W. Coopwood, M.D., President and CEO

Fred Boyd, SPHR, Senior Vice President, Human Resources

Pam Castleman, MSN, Senior Vice President/Chief Nursing Officer
Carl Getto, M.D., Executive Vice President/Chief Medical Officer

Tammie Ritchey, CFRE, Vice President of Development/Foundation Executive Director

Robert Sumter, Ph.D., Executive Vice President/COO

Tish Towns, FACHE, Senior Vice President, External Relations

Rick Wagers, Senior Executive Vice President/CFO
Monica N. Whatton, Senior Vice President/Chief Legal Counsel

Board Members
Phil Shannon

Keith Norman

Lee H. Askew
Pamela Brown

James Freeman, M.D.
Brenda Hardy, M.D.
Scott McCormick
Anthony D. McDuffie
Max Ostner

Heidi Shafer
Anthony Tate

John Vergos

See accompanying independent auditors’ report.
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1 CLIESSEE LUelupdlional BINpIoyment anda wages: 1otal all industries i viemphis, IIN-M...

(@A

Total all industries

Page 1 ot 2

Attachment C.OD.3

Memphis, TN-MS-AR MSA, Tennessee

Healthcare Practitioners and Technical Occupations

Occupation

HEALTHCARE PRACTITIONERS AND

TECHNICAL OCCUPATIONS

Chiropractors

Dentists, General

Dietitians and Nutritionists
Optometrists

Pharmacists

Anesthesiologists

Family and General Practitioners
Internists, General
Obstetricians and Gynecologists
Pediatricians, General
Psychiatrists

Surgeons

Physicians and Surgeons, All Other

Physician Assistants
Podiatrists
Registered Nurses
Audiologists

Occupational Therapists

Oce.
code

29-0000

29-1011

29-1021

29-1031

29-1041

29-1051

29-1061

29-1062

29-1063

29-1064

29-1065

29-1066

29-1067

29-1069

29-1071

29-1081

29-1111

29-1121

29-1122

Est. Mean Entry Exp. 25th Median 75th
empl. Wage wage wage Per. Wage Per.
40,570 65,467 32,742 81,830 38,969 53,642 71,384
3147 1574 3934 18.74 2579 34.32
40 116,874 39,411 155,606 42,894 147,307
56.19 1895 7481 20.62 70.82
230 147,531 95,206 173,694 109,792 145,897
70.93 4577 83,51 52,78 70.14
330 48,846 33,282 56,629 38,206 47,014 56,420
2348 16.00 2723 1837 2260 27.12
200 148,877 79,033 183,799 92,918 132,622
71.58 38.00 88.37 44.67 63.76
1,790 111,511 86,004 124,264 101,976 115,158 128,797
53.61 4135 5974 49,03 5536 61.92
300
260 187,009 121,604 219,712 145,563
89.91 58.46 105.63 69.98
160 201,941 164,908
97.09 79.28
60 169,923 61,915 223,926 92,818
81.69 29.77 107.66 44.62
270 151,047 79,557 186,792 105,939 156,364
72.62 3825 89.80 50.93 75.18
50 155,026 64,179 200,449 92,139 144,880
7453 30.86 9637 4430 69.65
360 174,877 53,815 235,408 90,795
84.08 2587 113.18 43.65
1,550 172,485 81,279 218,088 112,010
8293 39.08 104.85 53.85
120 90,581 46,336 112,703 63,549 77,817 87,889
43.55 2228 54.18 3055 3741 4225
185,463 123,291 216,548 134,111
89.16 59.27 104.11 64.48
15,060 63,207 46,645 71,487 50,951 59,706 71,460
3039 2243 3437 2450 28.70 34.36
51,779 47,613 53,862 46,950 50,319 53,764
2489 2289 2590 2257 24.19 2585
350 66,993 45,052 77,963 54,788 68,744 84,011
3221 2166 3748 2634 33.05 40.39
6/24/2012 2

http://www.tn.gov/labor-wfd/wages/2010/PAGE0292. HTM



Lennessee Uccupational Employment and Wages: 'L'otal all industries in Memphis, TN-M... Page 2 of 2

Physical Therapists 29-1123 760 76,789 57,425 86,471 63,329 76,959 89,053

3692 27.61 41.57 30.45 37.00 42.81
@<

Entry and Experienced wages represent the mean of the lower third and the mean of the upper two-thirds
of the wage distribution respectively. The OES survey does not collect information for entry or
experienced workers. Tennessee Depatment of Labor & Workforce Development, Employment Security
Division, Labor Market Information. Publish date June 2010.

http://www.tn.gov/labor-wfd/wages/2010/PAGE0292.HTM 6/24/20%% 1



Lennessee Uccupational Employment and Wages: 'l'otal all industries in Memphis, TN-M... Page 1 of ]

- B N\

Total all industries
Memphis, TN-MS-AR MSA, Tennessee

Healthcare Support Occupations

Occ. Est. Mean Entry Exp. 25th Median 75th
Occupation code empl. Wage wage wage Per. Wage Per,

HEALTHCARE SUPPORT OCCUPATIONS  31-0000 13,800 25,626 18,532 29,172 20,248 24,169 29,429
12.32 891 14.03 9.73 11.62 14.15

Home Health Aides 31-1011 1,960 21,162 16,148 23,669 16,794 20,230 24,621
10.17 7.76  11.38 8.07 9.73 11.84

Nursing Aides, Orderlies, and Attendants 31-1012 5,540 23,021 18,075 25,495 19,563 22,516 26,037
11.07 8.69 12.26 9.41 10.82 12.52

Occupational Therapist Assistants 31-2011 100 46,302 30,102 54,402 30,482 34,439 64,868
_ 22.26 1447 26.15 14.65 1656 31.19
Occuplational Therapist Aides 31-2012 50 21,783 18,955 23,197 19,211 21,083 24,114
10.47 9.11 11.15 9.24 10.14 11.59

Physic;al Therapist Assistants 31-2021 280 52,803 39,506 59,452 44215 52,743 63,681
2539 1899 2858 21.26 2536 30.62

Physical Therapist Aides 31-2022 180 22,808 17,804 25310 18,503 21,161 27,049
10.97 8.56 12.17 890 10.17 13.00

Massage Therapists 31-9011 200 36,797 18,608 45,892 22,673 35,358 52,856
17.69 895 22.06 1090 17.00 2541

Dental Assistants 31-9091 1,020 31,486 23,519 35,469 25,054 30,127 38,483
15.14 11.31 17.05 12,05 1448 18.50

Medical Assistants 31-9092 2,670 26,928 21,882 29,451 23,468 26,968 30,165
1295 1052 14.16 11.28 1297 14.50

Medical Equipment Preparers 31-9093 29,010 23,103 31,964 24,888 28,990 33,278
13.95 11.11 1537 1197 1394 16.00

Medical Transcriptionists 31-9094 240 31,945 27,002 34,416 27,966 31,771 36,461
1536 1298 16,55 1345 1527 17.53

Pharmacy Aides 31-9095 22,445 18,623 24,355 18,532 20,289 25,551
10.79 895 11.71 8.91 9.75 12.28

Veterinary Assistants and Laboratory Animal 31-9096 270 20,700 15,412 23,343 15,761 18,927 24,866
Caretakers 9.95 741 11.22 7.58 9.10 1195
Healthcare Support Workers, All Other 31-9099 750 30,345 21,285 34,875 23,757 28,658 37,723

1459 10.23 16.77 11.42 13.78 18.14

{/’ 3 -~

Entry and Experienced wages represent the mean of the lower third and the mean of the upper two-thirds
of the wage distribution respectively. The OES survey does not collect information for entry or
experienced workers. Tennessee Depatment of Labor & Workforce Development, Employment Security
Division, Labor Market Information. Publish date June 2010.

http://www.tn.gov/labor-wfd/wages/2010/PAGE0295 HTM 6/24/23 ﬁ3



Attachment C.OD.7.¢

HANOISSING] | / |
™ %Q M\Q\C "

SIULITIOVE IYVO HLTVIH 40 NOISIAIG ‘4019341a

.Mmmo spag Jo "oN

L T13A3T H31IN3D YINYHL * al
TR 4 ity poor 3
‘207 ¢ T % Aop IST vy oy %\\w&ggﬁm\sg@%\%ﬁg T
TERG P YRS T Gy o 7o oo g pm 0 POD 1o 9 o 7o vy
%\@%&Q@%@%ﬁké@@% 914 sy o g0 wcpmsoney Y P o o g
E@@E@ﬁ&%ﬁé@\@ PR T e Y sy o vonmmor] g <

72l w0 o e ’ W AW T wrlrs oy %@ \§u

wspponny “e” " AGT3HS 7 §
SIHINGN SMNSAY NOSHEATar 126 12 Prmsss
SIHIWIW 1v §3LINI0 WOIG3N TYNOIDTY IHL : Rl
2 g g gorprss - NOILVHGAH00 F6V0 HITVH AINNOD AGTIHS

TIGEL 1T Y G oyt ey vy o iy 1% <7 7 Ty
I._.._<mI n_Q ._.Zm__\/_._.m<n_mD

0110000000

Smmm::mé wﬁ , wa RS |
2 mm R )

......

SNl g 32& mzumza_m QE QIR0gE

325



The Regional Medical Center
at Memphis
Memphis, TN

has been Accredited by

The Joint Commission

Which has surveyed this organization and found it to meet the tequirements for the

Hospital Accreditation Program

March 19, 2011

Accreditation is customatily valid for up to 36 months.

%mpﬁﬂh Organization ID #: 7870 | W %_y/L

tsabel V. Hoverman, MD, MACP Pint/Reprint Date: 06/15/11

J‘ WMark R. Chassin, D, FACP, MPP, MPH
[ Chair, Board of Commissioners | President
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TINTERNATIONAL

A Three-Vear Accreditation is awarded to

~ The Rehabilitation Hospital
5 of Memphis
fb’lf the following identified program:

|

- Inpatient Rehabilitation Programs - Hospital
r (Acults)

This accreditation is valid tﬁfougﬁ

| November 2012

I

' The accreditation seafs in place below signify that the ovganization hias met annual
donformance requirements for quality standards that énfiance the fives of persons served.
i g - o Sl ! ’ g

|

f
:

This accreditation certificate is granted by authority of:

Cathy Ellis, PT " Bedn ] Boén, PhD.
Chair i - Pfesident/CEQ
CARPF Intetnational Board of Directors CARF Tatétnational

carf- ¢ IC  carfeammn
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Attachment C.OD.7.d

STATE OF TENNESSEE
DEPARTMENT OF HEALTH

. WEST TENNESSEE HEALTH CARE FACILITIES
2975 ¢ HIGHWAY 45 BYPASS
JACKSON, TENNESSEE 38305

October 14, 2009 \?

Mr. Claude Watts, Administrator
Regional Medical Center at Memphis
877 Jefferson Avenue ‘
Memphis, TN 38103

RE: Licensure Surveys
Dear Mr. Warts:

On September 24, 2009, licensure surveys were completed at your facility.
Your plans of correction for these surveys have been received and were found

to be acceptable.

Thank you for the consideration shown during this survey.

Sincerely,

lUaDkentae,

Celia Skelley, MSN, RN
Public Health Nurse Consultant 2

CES/TJwW -
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Regional Medical Center at Memphis

October §, 2009

Celia Skelley, MSN, R.N.

State of Tennessee

Department of Health

West Tennessee Health Care Facilities
2975 Hwy 45, Bypass #C

Jackson, Tennessee 38305

 Dear Ms. Skelley:

Attached you will find The Regional Medical Center at Memphis” response to the
licensure survey conducted September 22 — 24, 2009, All deficiencies have been
addressed with completion dates no later than 45 days from the dates of survey.

Please feel free to contact us if you should need any additional clarifications.

We anticipate your approval of our submission of this plan of correction,

Sincerely,
T &/ B
Claude Watts, CEQ

Enclosure

CE/jmp

877 Jefferson Avenue Memphis, TN 38103 901.545.7100
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PRINTED; 10/24/2007
DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 0938-0391

——————— e
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA

(X2) MULTIRLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A. BUILDING COMPLETED
-_—
TNP531110 B. WING 09/24/2009
|

—— e

877 JEFFERSON AVENUE
MEMPHIS, TN 38103

NAME OF PROVIDER OR SUPPLIER

| REGIONAL MEDICAL CENTER AT MEMPHIS
|

—— e

———— e
(X4) 1D

PROVIDER'S PLAN OF CORRECTION

SUMMARY STATEMENT OF DEFICIENCIES

(X5)
PREFIX | (EACH DEFICIENCY MUST BE PRECEEDED BY FULL EACH CORRECTIVE ACTION SHOULD BE COMPLET(O
REGULATORY OR LSC IDENTIFYING INFORMATION) CR(OSS_REFERENCED TO THE APPROPRIATE DATE N

DEFICIENCY:

1200-8-1-.06 (4)(b) Basic Hospital Funciliong Nursing Services 11/7/09

Patient Care Services takes responsibility for
patient care to meet the needs of patients with
pressure sores. This will be accomplished by:

. PROCESS

(4) Nursing Services,

(b) The hospital must have a well-organized service
with a plan of administralive authority and

A) Review for identification of
policy/procedures/standards/ and other
fesource materials available to staff
responsible for patient care, This review s
inclusive of: .
*Pressure Ulcer Treatment Care plan
outlining turning requirements;

*Pressure Ulcer Resource Guide.

service, including delermining  the lypes and
numbers of nursing personng| and staff necessary fo
provide nursing care for al| areas of the hospital.

This Rule is nat met as evidenced by;

Based on policy review, record review, abservation
and inferview, it was determined the hospital failed
ta ensure nursing services were provided in an
organized manner and met the needs of | of |
(Patient #9) palients reviewed with pressure Sofes,
The patient suffered significant weight loss of 17
percent of his admission weight and developed a
Pressure sore which continues to deteriorate,

B) Review of functionality of current

electronic medical record documentation
system.

C) Review of educalional opportunities
associated with staff involvement in
current pressure ulcer Management
The findings Included: processes.
1. The facility documented the following policy and
procedures: “Prediction and Prevention of Pressure
ulcers” Turn patient at least every 2 hours {unless
contraindicated) or more frequently if necessary,
Document each position change,

IIl. ACTION

A) Developed policy for Monitoring Patient
Weight.

B) Update hospital’s intranet to include
policies contained in Pressure Ulcer
Resource Guide ag Individual titles to
increase ease of lacation during search
capability of staff for day to day practice
reference.

IER REPRESENTATIVE 'S SIGNATURE TITLE

2. Medical record review for Patient #9 documented
an admission on 7/19/0g after an assault with a

head injury and a rib fracture and the following
information:

LABORATORY DIKECTORS OR PROVIDER/SUPPL

2.

Ay IEEUIL‘IW-,? sldé:;cnl ending with an asterisk (*) denotes a defich
pvide sulficienf protection (o the patients. (See insy uctions,) Tixe
nat 2 plan of correchion 15 provided, For nursing honzes, the |

0 ihe faciliny 11 deficiencies are aiged any

DATE

éfé—() /7oL /o5

e T — o T - v
used from Lorreeting providing i s tetermined thiy pily

safepugflids
suirvey whether of

FORM CMS-2567(02-99) Frevions Versions Obsolete Event D VITDI2 Fucility 107 TNP331107 T
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l STATEMENT OF DEFICIENCIES

AND PLAN OF CORRECTION

(X1) PROVIDER/SUPPLIER/CLIA
IDENTIFICATION NUMBER:

TNP531110

{X2) MULTIPLE CONSTRUCTION
A BUILDING
B WING

NAME OF PROVIDER OR SUPPLIER

REGIONAL MEDICAL CENTER AT MEMPHIS

STREET ADDRESS, CITY, STATE. ZIP CODE
877 JEFFERSON AVENUE
MEMP!—HS, TENNESSEE 38103

(X3) DATE SURVEY
COMPLETED
09/24/2009

(X4) ID SUMMARY STATEMENT OF DEFICIENGIES D PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX (EACH DEFICIENCY MUST BE PRECEEDED BY PREFIX | (EACH CORRECTIVE ACTION SHOULD BE CROSS- | COMPLETION
FULL REGULATORY OR LSC IDENTIFYING TAG REFERENCED TO THE APPROPRIATE DEFICIENCY) DATE
]_ TAG INFORMATION) .
H 675 l Continued From page 1 H675 Continued from page 1
On 8/9/09, the palient acquired a Stage 2 sacral C) Develop query process for Medilech
pressure ulcer. electronic documentation modules that
On 8/17/08 the patient continued with a slage 2 consolidaies view of patient weights,
pressure ulcer that was 2 centimelers (cm) in length turning and vital signs into a single,
and 1.5 cm in width with 0 depth. On B/24/09 the reviewable screen-shot available lo all
Pressure sore was 4.5 cm in length and 4 em in staif providing care {RN, LPN, Dietician,
width and 0.1 cm in deplh. It was still classified as a CNA, PCA, MD). The addition of YesiNo
stage 2. documentation box relaled lo physician
Qn 8/31/09 there were 2 pressure ulcers. The sacral notificalion alert for any patient weight
to left buttocks was now 5.5 cm in length and 4 cm change + or - five pounds at time of query,
in width with a depth of .1 cm. The new wound was
on the right butlock, a stage 2 that was 3 cm in D) Revisien to flowsheet for Intake and
length, 2 cm in width with a wound depth of 0. Output documentation in Meditech to
On 9/6/09, the sacral to left buttock wound was now Populate with gastric residual amount as
a slage 3 with a length of 5 Cm, a width of 3.5 ¢cm ¢ reference where nutritional supplements
and a depth of .3 cm. The wound on the right | are recorded, Patient Care Noles for
buttock was a stage 2 with a length of 2 cm, a width exceplion documentation will assist in
of 1 cm and a depth of D, identification of reasons nutritional
On 9/15/09 the sacral wound included the right and supplements may differ from MD orders
left buttock and was 7 ¢m in length, 4 cm in width (i.e. increased residual, pt off unit, pt in
with a depth of .2 cm. There was a skin tear on the Surgery, pt refusal, pt being made NPO).
lett hip which was 4.5 cm in length, 1.5 cm in width "
with a depth of Q, E) Completion and deployment of the two (2)
physician order seis for pressure ulcer
) prevention and trealment for pressure
3. Medical/nytritional therapy note dated 8/20109 ulcers which was pending approval al lime
documented the patient was 65 inches tall with a of survey and has been subsequently
weight of 84 kilograms or 140.8 pounds. The passed by Medical Staff Executive
albumin was low at | 7gm/dl (normal is 3.5 gm/dly Counacil.
The Registered Dietitian (RD) documented
estimated calorie needs using the facility protocol of N, EDUCATION
30-35 calories per kilogram to be 1920-2240
calories and 128-160 grams of protein. On 9/2/09 A} Conduct education for staff through
the RD recommended the enteral feeding be Training and Developmen! department
changed to bolus of 6 cans Glucerna 1.2 each day regarding deployment/expectations of the
and increase the protein supplement to 40 grams two order-sets related to pressure ulcers
BID (twice a day) for 2030 calories and 164 grams up to and Including the care of patient and
of protein, monitoring weight and nutritional siatus
To be completed by Nov, 7, 2009,
4. On 9/16/09 the patient was tfransferred (o the B} Electranic reminder via hospital's “Practice
medicine/Surgery unit 5C, Physician orders dated Pause” publication related to revisions lo
8/17/09 included | can Glucerna 1.2 g (every) 4 processes/policies for Pressure Ulcer
hourS (total of 6 cans fday). Management in Patient Care by Oclober
31, 2009,
—— i ———— B e
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5. Review of the intake and oulput record foro/17/09
through 9/20/09, revealed the patient only received
S cans of Glucerna 1.2 rather than the 6 cans as
ordered.

B. Review of the aclivily record for 9/17/09, revealed
the patjent was on the right side at 2 PM, on the
right side at 8:54 PM and Supine al 4 AM, Thal was
the only documentation of a position change that
day. |

On 9/18/09 the patient was up in a chair at 9:18 AM,
supine al 8 PM and on the right side at midnight,
Thal was the only documentation of a position
change on that day, ‘

On 9/19/09 the patient was Supine at 9:12 AM and
on the right side al 2:16 AM,

There was only | documented change on the 20th,
There was no documented posltion change on the
21st.

DOne documented position change on the 22nd.

The Nurse Manager for the unit confirmed these
findings on 9/23/09 at 1:00 PM.

7. During an interview on 9/23108, at 1:30 PM, the
Nurse Manager for the unit confirmed the patient
had not been weighed and would only be weighed
on admission and if requested by the Nurse
Manager.

6. Observations an 8/23/08, at 2:00 PM in the
patients room revealed Resident #9 being weighed
at the Surveyor's request. The patient weighed
117.4 pounds. The admission weight on 7/19/09,
which was the only weight in the medical record,
was 140.8 pounds revealing the resident had lost
23.4 pounds or a significant weight loss of 17
percent of his original body weight The RD
confirmed, al this time, she was unaware of the
weight lass.

9. Observations in the patient's room on 9/24/09. at
8:30 AM revealed the sacral wound had been
debrided and was 7.5 cm in length with a width of
4.8 cm, a distal depth of .4 cm and a proximal depth
of .5 cm. There was another slage 2 wound on the
buttocks which was 2.5 cm by .8 cm.

FORM CIMS-2587 {02-9%9) Pravious Versiong Obeglete Event
- TomTER T weaney) Previous -—-_H_________.———————___________________
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C) Conduct Medilech documentalion module
training/refresher beginning Octaber 13,
2009 on documentation of pressure ulcers
lo include:

“Intake/Output changes

‘Query availability and use
“Exception charling/documentation
‘Expeciailons!fo”uwmp processes

D)  Deployment of fiyer for education and
protocol from Nutrition Services containing
references/instructions related lo pressure
ulcer knowledge with evidence of review
by staff recorded in Computer Based
Learning Module (CBL).

V. MONITORS

A} Nursing

8. Conduct random char audits for
next 3 months in all patient care
units to validale compliance with
policy for patientt weight.

b, Conduct random chart audits for
next 3 months of patients with
pressure uvlcers to validate
complaince with pressure ulcer
management and care,

¢ Monitor completion of education
efforts and Computer Based
Learning module CBL post test
for assigned staff,

d. Results of audits will be feported
to the Quality Coungil, Nursing
Performance Improvemen! and
Patient Quality Care Commilles.

B) DIETARY

a.  Conduct weekly audils of
response limeliness for distician
consults and documentation of
palient weights and status
changes.

b. Incidents.of non-compliance will
be investigated with appropriate
resolution to improve patient care
processes.

c.  Resuits of audils will be reporied

|
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1200~-8-1-.08 (9)(b) Basic Hospital Functions
(9) Food and Dietetic Services.

(b) The hospital must designale a person to serve

as the food and dietelic services director with C)
responsibility for the daily management of the _

dietary services. The f od and dietstic services

director shall be: :

1. Adietitian: or

2. A graduate of a dietelic technician or dietetic
assistant lraining program, comespondence or
classroom, approved by the American Dielstic
Association: or

3. A gradiate of a stale-approved course that
provided ninety (20) or more hours of classroom
instruction in foad service supervision and has
experience as a food service supervisor in a health

(X2) MULTIPLE CONSTRUCTION

B. WING
—_—
STREET ADDRESS, CITY, STATE, zIF CODE
877 JEFFERSON AVENUE
MEMPHIS, TENNESSEE 38103 N
PROVIDER'S PLAN OF CORRECTION

(EACH CORRECTIVE ACTION SHOULD BE CROSS-
REFERENCED TO THE APPROPRIATE DEFFCIENCY)

—_—_—

(X3) DATE SURVEY
COMPLETED
09/24/2009

COMPLETION
DATE

to the organization's Nursing Performance
Improvement Committee, Quality

Councll and Patient Quality Care
Committee.

WOUND/OSTOMY CARE NURSE
(WOCN)

a.  Compare requests for
consultation to patient
assessments for appropriate
care management based of
Pressure Ulcer Resource Guide.

b.  Results of comparisons. and
compliance to be reported to the
organizalion's Quality Counci,
Nursing Performance
Improvement Committee and
Patient Quality Care Committee,

care institution with consultation from a qualified H 732 Food and Dietetic Services H732
distitian,
The Regional Medical Center will designate a 11/5/09
This Rule Is not met as evidenced by: food and dietetic services director meeling
Based on review of employee files, and interview, it stale licensure requirements for a Dietatic
was delermined (he hospital falled to ensure the Services Director. This will be accomplished
Dietetic Services Director with responsibility for the by:
daily management of the dietary service met
licensure requirements for this position, 1. Replacement of current Dietetic
Services Director responsible for daily
The findings included: management of the dietary service on
, 10/2/2009.
Review of the personnel file for the Dietetic
Services Director failed to show he met the state 2. Revision to job description to include
licensure requirements for a Dietetic Services state licensure requirements for
Director. qualification/certifications necessary
to work al hospital facility.
During an interview on 8/22/09, at 11:15 AM, the
Direclor confirmed that he did not meet any of the 3. Establishment of on-site personnel
licensure requirements for a Dietetic Services record contalning documentation of
Director. requirements for state licensure.
4. Review of personnel record annually
or with any personnel change of
director position 1o ensure
| | requirements for state licensyre.
FORM CMS-2567 (02-aa) Previou_s_ V_ersi_?_ns Obsolete Event ID: Facility ID: TNP53440 q'_Jl
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H871 | 1200-8-1-08 (1) Building Standards H 871 o

(1) The hospital must be construcled, arranged, and
maintained to ensure the safety of the patient,

This Rule is not met as evidenced by:

Based on observations, it was determined the facility
failed to maintain the facility in @ manner that would
ensure the safely of the residents,

The findings included:
Observations during the facility tour on 9-23/9-24-0g

beginning at 9:00 AM, the following deficiencies
were found:

ADAMS BLDG
3RD FLOOR REHAB

1. The ceiling tile at the entry to the gym had a hole
in it.

JEFFERSON BLDG

5TH FLOOR

1. The sprinkler escussion cover was missing
outside room B528.

2. The exit doors were blocked open in unit 5C2

3. The ceiling tile had a hole in it at room C518.

4. The corridor fire door closure at room 516 was
inoperative.

pravide safficient protection 1o the pitients. (See instruetions. ) I;
notaplan afeoneetion is provided, For nursing homes, the oy

findings

PPLIER REPRESENTATIVE'S SIGNATURE

i y ___'-___-‘._‘_—‘—_—'_‘_'>__—'_, i ! Timsf
 Stalement ending with an psterisk (%) denotes o def eney which the institntion muy he excused Trom corvecting providing 1t 15 determined
dept o nursing homes (he findings simed above gre disclosable %) days Tollowing the die ol survey whether o
and plans of correction are disclosable | ditys following (he date these ducuments are mude ivanliuhle

The Regional Medical Center will maintain 10/30/2009
building standards o ensure the safety of the

patient as evidenced by the following:

ADAMS BUILDING: 3 FLOOR REHAB

The eeiling tile al the entry to the gym was
replaced prior to 10/8/09 following submission
of work order number 1941652, Staff were
reminded to be alert for such prablems and the
process for requesling work orders related to
building maintenance issues. Celling tile
examinations will oceur with Environment of
Care (EOC) rounds and tracer aclivities 1o
manitor for problems,

JEFFERSON BUILDING: 5% FLOOR

New sprinkler excuicheon was installed prior to
10/8/09 following submission of work order
number 1947652, Specific purpose
inspections of sprinkler escutcheons will oceur
by Facilities staff with an increased level of
inspections during EQC rounds and tracer
activities to monitar for problems,

Door wedge allowing door on 502 to be
blocked open was immediately removed.
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5. The elevator lobby door was blocked open.

ROUT BLDG
Ground floor

1. In Labor and Delivery the soiled utility room door
did not close and latch,

2nd floor

1. The hold open device was loose in the wall on the
main corridor.

4th floor

1. The physician sleep room 426 did not have a
smoke deteclor in it

2. The corridor ﬁré door at the nurse station did not
close and latch,

Chandler Bldg
Ground Floor

1. The main corridor door entering Dialysis, the
closure was inoperative,

2. The rear exil door in Dialysis was inoperative.

Manager and staff were reminded of policies
related to exil doors, Inspections will occur
with Environment of Care (EOC) rounds and
tracer aclivities to monitor for problems,

The ceiling tile with a hole in C516 was
replaced prior o 10/8/09 following submission
of work order number 1947952 Staff on the
unit were reminded to be alert for such
problems and the process for requesting work
orders related to building maintenance issues.
Ceiling tile examinations will oceur with
Environment of Care (EOC) rounds and tracer
activities to monitor for problems.

The fire door closure at room 516 was adjusted
to close properly by 10/8/09 following
submission of work order number 1848152,
Slaff on the unit were reminded 1o be alert for
such problems and the process for requesting
work orders related to building maintenance
Issues. Focused inspections will oceur with
EOC rounds and tracer aclivities to monitor for
problems.

Door wedge allowing elevator lobby doors to
be blocked open was immediately removed
upon discovery. Facllities services and
diractorsfmanagers were reminded of policies
related to exit doors. Inspeclions will accur
with Environment of Care (EQC) rounds and
Iracer aclivilies to monitor for prablems.

ROUT BUILDING

In Labor and Delivery, the soild utility roem
door was adjusted by 10/8/09 to square for
proper closure following submission of work
order number 2036059. Staff on the unit were
reminded to be alert for such problems and the
pracess for requesting work orders related to
building maintenance issues, Focused
Inspections will occur with EQC rounds and
tracer activities to monitor for problems,
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On the second floor, additional anchors for the
hold open devices will be installed before
10/8/09, following submission of work order
number 2036652, Staff were reminded on
proper use of hold open devices and lo be alart
for such problems and the process for
requesting work orders related to building
maintenance issues. Focused inspections will
occur with EOC rounds and tracer aclivilles 10
monitor for problems.

The use of room 426 as a physician sleep
room will be disconltinued before 10/30/09. Al
physician sleep room assighments must be
approved lhrough an established space
utilization committee, Management was
educated on process for obtaining space i
designate as sleep rooms, Focused
inspections related 1o physician sleep roomns
will eceur to monitor for problems.

The corridor fire door at the nurses station will
be adjusted to allow proper closure following
submission of work order number 2036552
before 10/8/09. Staff on the unit were
reminded to be aleri for such problems and the
process for requesting work orders related to
building maintenance issues. Focused
inspections will occur with EOC rounds and
tracer activities ta monitor for problems.

CHANDLER BUIDLING: GROUND FLOCR

The main corridor far entry info the Dialysis unjt
fire door closure was adjusted lo prevent the
astragal from binding the closing following
submission of work order number 1968157
before 10/8/09. Staff in {he unit were reminded
lo be alert for such problems and the process
for requesiing work orders related to building
maintenance issues. Focused inspections will
oceur with EOC rounds and (rager activities {o
monitor for problems,

The rear exit daor of the Dialysis unit hinges
were adjusted to allow door closure by 10/8/08
following submission of work order number
1957957 Staff on the unit were reminded [o

———
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be alert for such problems and the process for
requesting work orders related to building
maintenance issues, Focused inspections will
occur with EOC rounds and tracer activities fo
maonitor for problems,
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Regional Medical Center at Memphis Supplemental Responses

CN1208-037
SUPPLEMENTAL
1. Section A, Applicant Profile, Item 4

The applicant facility’s corporate charter is noted. Please submit documentation
from the Tennessee Secretary of State that acknowledges and verifies the type of
ownership as identified by the applicant.

Response: Please see attached Certificate of Existence from the TN Secretary of State’s office.

Page 1
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Regional Medical Center at Memphis Supplemental Responses

CN1208-037 SUPPLEMENTAL

2. Section A, Applicant Profile, Item 9 (Bed Complement Data)
Please explain why the current licensed bed column is not completed.

Response: We apologize. Please see replacement page 8.

Page 2
357



Regional Medical Center at Memphis Supplemental Responses
CN1208-037 . vy ,
SUPPLEMENTAL

3. Section B. Item I (Project Description), _
W2 NG 23 P 347

To fully understand how the proposed bed relocations impact the hospital please
complete the proposed chart:

Before Project Before | Before After After After
Building Bldg. | Floor | Type of Unit, Project | Project Project Project Project
Name Age # (e.g. Med/Surg, | Licensed | Staffed | Type of | Licensed | Staffed
OB,) Beds Beds Unit Beds Beds
Adams 67 4 Med/Surg 10 10 0 0
Rehab 20 20 0 0
Turner 20 4 Med/Surg 24 24
3 Rehab 24 24
2 Rehab 6 6
G Burn Unit 14 14 | Burn Unit 14 14
B Med/Surg 6 6
Jefferson 31 5 Med/Surg 111 84 | Med/Surg 111 84
4 Med/Surg 109 61 [ Med/Surg 109 61
G ICU 61 22 ICU 61 22
Rout 56/44 6 Med/Surg 18 0 [ Med/Surg 18 0
56/43 5 Med/Surg 19 0 | Med/Surg 19 0
56/42 4 OB 30 20 OB 30 20
56/41 3 OB 30 25 OB 30 25
56/40 2 OB 80 69 OB 80 69
56/39 1 Med/Surg 119 0 | Med/Surg 89 0
56/40 | G LDR 10 7 LDR 10 7
TOTAL
BEDS 631 332 631 362
LICENSED
BEDS 631 631

Note: We are staffing more beds now than at the end of 201 1.

Are there specific buildings that the applicant intends to eventually discontinue for
inpatient care?

Response: Yes. As noted in the application, we plan to move all clinical services out of the
Adams Building. The only clinical services currently in the Adams Building are the 20 bed

Rehab unit and the 10 bed med/surg unit. Both of these units will be moved to Turner Tower.

As stated in the application:

Page 3
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Regional Medical Center at Memphis Supplemental ResE?\ﬁs&L

CN1208-037 SUPPLEM

“Adams currently houses two clinical functions: (1) a 20 bed inpatient
rehabilitation unit; and (2) another 10 bed med/surg unit. These two functions
need to be relocated out of the Adams Building, and will be with the approval of
this project. Even though today’s standards require rehabilitation beds to all be in
private rooms, 12 of the 20 existing beds in Adams are in 6 semi-private rooms.
More generally, much of the space in the inpatient rehabilitation unit is antiquated
and not conducive to today’s methods in providing physical/occupational therapy.
Further, there is no additional space available in Adams to provide private
rehabilitation beds. The lack of space, the antiquated physical plant, and the
prohibitive cost of attempting to upgrade Adams means we need to relocate these
services to another location on campus.”

... CON Application, Page 66

Are there specific buildings that the applicant intends to consolidate into for
inpatient care?

Response: We are presently consolidating some inpatient services into Turner Tower, as space
allows. As stated in the application, at present there is no formally-adopted long range plan, but
several areas of the campus continue to be studied by senior leadership, key department heads,
and the Board of Directors. As various buildings on campus age, renovation becomes more
costly. It would be logical to look at our newer patient buildings for inpatient consolidation
should the need arise. However, again, there is no formally-adopted plan for that at present.

Does the applicant intend to construct new buildings in the future for inpatient
services?

Response: As stated in the application, at present there is no formally-adopted long range plan,
but several areas of the campus continue to be studied by senior leadership, key department
heads, and the Board of Directors. Due to the age of many buildings on campus, the construction
of new buildings in the future for inpatient services is certainly a probability.

As the applicant has noted of 631 licensed beds, the applicant currently staffs 325
beds and intends to increase staffed beds to 355 after completion of the proposed
project. Licensed occupancy has been declining since at least 2008 when licensed
occupancy was reported as 48.6% to 2011 when licensed occupancy was reported as
39.4%. Does the applicant intend to reduce the licensed bed complement of the
hospital?

Response: No. As noted above, we are staffing more beds now than at the end of 2011.
Therefore, we need the flexibility to provide patient beds as they are needed.

Page 4
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Regional Medical Center at Memphis Supplemental Responses
CN1208-037

SUPPLEMENTAL

4, Section B. Item IL.C. (Project Description)

Please provide more details regarding the Murer Study. How was the number of
rehab beds needed at 85% and 100% occupancy calculated?

Response: The discharge-based analysis identified a need for 35 inpatient rehabilitation beds at
100% occupancy. To obtain the 85% occupancy rate, 35 is divided by 85% to obtain the figure
of 41 beds. This figure, 41, represents an 85% occupancy rate. Please note, this need is based
only on discharges from The Regional Medical Center at Memphis.

How was the rehab bed need by diagnosis determined and calculated?

Response: Murer Consultants applied its copyrighted Discharge-Based Bed Need Methodology
to selected DRGs for the period analyzed. This methodology utilizes a series of predictor rates
and lengths of stay to determine the number of patient days, and hence the number of beds,
which could be filled at 100% occupancy, given an existing patient discharge base. The
predictors are based on Murer Consultants’ experience and expertise in the development and
operation of post-acute venues of care.

The predictor rate is defined as that percentage of all patient discharges under a selected DRG
that might benefit from an alternative post-acute venue of care. The predictor lengths of stay
provide an estimate of the average length of stay in certain venues for all individuals within the
selected acute care DRGs. While the predictor rate identifies patients likely to be admitted,
successful patient management is the determinative factor in consistency of referrals and
admissions.

Please see Supplemental Rehab DRG Analysis.

Even though 2011 JAR hospital data is provisional, please provide rehab bed
utilization by facility in Shelby County for 2011.

Response: Please see Supplemental Attachment B.II1.A.2.
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S. Section B Item IV (Floor Plan)

Please provide the last three years of historical utilization for the 10 bed med/surg
unit, being staffed as 6, that is transferring from the Adams Building to the
Basement Floor of the Turner Tower. How will the space be used in the vacated
space in the Adams Building?

Response: Data for 2009 is unavailable. However, for 2010, 2011, and 2012, respectively, this
unit operated with the following statistics: Patient Days of 2,244, 1,852 and 1,588; ALOS of 8.4,
7.9 and 7.1; and Occupancy Rate of 61.5%, 50.7%, and 43.4%. These figures are replicated in
the chart on Supplemental Question 10.

At present, there are no plans to utilize the vacated space in the Adams Building. As stated in
the application:

“The Adams Building is one of the oldest buildings on the campus, it is well
beyond its expected life span. When Adams was built, there was no anticipation
of the requirements of today’s energy efficient mechanical and electrical systems
or the code-mandated design requirements for hospital construction. Major
additions, upgrades, renovations (other than cosmetic) that significantly affect the
building structure, can trigger the requirement to bring the entire building up to
current code requirements. Such requirements include: Life Safety Code and the
Guidelines for Design and Construction of Health Care Facilities as well as other
applicable codes, such as the Americans with Disabilities Act, a federal law. The
cost to upgrade Adams to comply with hospital uses, such as increasing floor-to-
floor heights by nearly 40%, are prohibitive as they exceed the cost of new
facilities on a cost/square foot basis.”

... CON Application, Page 66

A floor plan for the first floor of the Turner Building was not included. Please
provide this floor plan.

Response: We apologize. Evidently, the first floor plan must have not been included in your
copy. Please see Supplemental Attachment B.1V. ‘

The second floor plan for the Turner building was not included. Please submit a
2nd floor plan that identifies the location of the six rehabilitation beds. It appears
that the dining room and therapy gym for the rehabilitation unit is on the 3rd floor.
Will the rehabilitation patients on the second floor be transported to the third floor
for dining and therapy? Will there be a nurse’s station on the second floor for six
patients?

Response: We apologize. We submitted the 2" floor for the Chandler Building by mistake.
Please see Supplemental Attachment B.1V.

Page 6
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Will all 24 rehabilitation beds on the 3rd floor of the Turner Tower be private beds?
Response: Yes.

Please identify the nurse’s station for this unit. How will the vacated rehabilitation
unit space in the Adams Building be utilized?

Response: Please note on the footprint for the 3™ floor of Turner Tower the word “Nurse” two
times each on the East and West sides of the central Therapy space. These spaces represent the
nurse’s station.

At present, there are no plans to utilize the vacated space in the Adams Building, as stated above.

Will all 24 medical/surgical beds on the 4th floor of the Turner Tower be private
beds?

Response: Yes.

Is this unit relocating from another building on the hospital campus? If yes, where,
how will the vacated space be utilized, and provide the last three years of utilization
for this unit?

Response: No; there is no “unit” relocating to this space. As stated in the application:

“Since other renovations are taking place in Turner Tower with the approval of
this project, there were efficiencies in renovating and building out the 4 Floor of
the building at the same time. The 4™ Floor will house a 24 med/surg bed unit,
but there will be no increase in the licensed bed count of 631. The Applicant will
be able to utilize these 24 beds for any med/surg purpose as other buildings and
existing and needed services on campus are evaluated. Current estimates are that
approximately $800,000 dollars will be saved by building out all floors now,
rather than waiting for a next phase of renovation to the campus.”

... CON Application, Pages 11, 14, & 17, and referenced again at pages 58, 59,
& 62. f
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6. Section C. Need (Specific Criteria- Comprehensive Inpatient Rehabilitation
Services) Item 1.

Please provide the detailed calculations that produced the resultant bed need from
the Murer Study including the population-based methodology and the methodology
based on the discharge diagnosis of the hospital’s patients.

Response: Please see Supplemental Rehab DRG Analysis.
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7. Section C. Need (Specific Criteria- Comprehensive Inpatient Rehabilitation
Services) Item 2.

Please complete the following chart:

2012 Shelby Co. Population 949,665
2012 Rehab *Beds Needed 95
2016 Shelby Co. Population 976,726
2016 Rehab *Beds Needed 98
Existing Shelby Co. Rehab Beds** 209
Net Need/(Excess) (111)

*Calculated by using 10 beds/100,000 population formula
*% 2011 Provisional JARs

Response: The above chart is completed.
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8. Section C. Need (Specific Criteria- Comprehensive Inpatient Rehabilitation
Services) Item 6

Even though 2011 JAR data is provisional please provide the same analysis using
2011 JAR data.

Response: Please see Supplemental Attachment B.1ILA.2, replacement pages 29 and 30 for the
application, and replacement page 5 for the rehab-specific attachment.
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SUPPLEMENTAL
9. Section C. Need Item 5

Even though the 2011 JAR data is provisional please provide 2011 data as presented
for Years 2008-2010 for inpatient rehabilitation utilization, surgery, and total
inpatient utilization.

Response: Please see Supplemental Attachments B.IILA.2, B.IILA.3., C.Need.5.
For hospital occupancy, it appears that you have reported based on staffed beds and

staffed occupancy. Please report on licensed bed and licensed occupancy for Years
2008-2011.

Response: Supplemental Attachment C.Need.5 is now corrected to reflect licensed beds.

Page 11
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07 AC 23 PH 347

Even though the 2011 JAR data is provisional please provide The MED’s 2011
utilization data as presented for Years 2008-2010 for inpatient rehabilitation
utilization, surgery, and total inpatient utilization.

10. Section C. Item 6

Response:

Please complete the following charts:

Variable 2009 2010 2011 Yearl | Year2
Rehab Beds 20 20 20 30 30
Rehab Patient Days 7,238 7,191 6,990 8,213 9,208
Rehab ALOS (1) 19.99 18.92 21.38 20 20
Rehab % Occupancy 99.2 98.5 95.8 75% 85%
Unit to Basement (2) 10 10 10 6 6
Patient Days n/a 2,244 1,852 n/a n/a
ALOS n/a 8.4 7.9 n/a n/a
% Occupancy n/a 61.5 50.7 n/a n/a
Unit to 4™ Floor (3) n/a n/a n/a n/a n/a
Patient Days n/a n/a n/a n/a n/a
ALOS n/a n/a n/a n/a n/a
% Occupancy n/a n/a n/a n/a n/a
Licensed Beds 631 631 631 631 631
Total Patient Days 112,774 | 101,189 96,438 | 89,329 | 92,902
Total ALOS (4) 5.8 5.7 5.9 59 59
Licensed % Occupancy 49.0 43.9 41.9 38.8 40.3

Response: The above chart is completed.

Note 1: We estimate Rehab ALOS in Years 1 and 2 to be 20 days.

Note 2: Data for 2009 for the 10 bed unit that is moving to the basement of Turner Tower (to become a 6 bed unit)
is not available. Also, we have 2012 data that indicates patient days have dropped to 1,588, further documenting
that we need fewer than the 10 beds previously allocated for this unit.

Note 3: The 24 med/surg beds that will be on the 4" floor do not represent any specific med/surg units that
currently exist at the hospital. This floor is being renovated while other parts of the building are being renovated.
We are able to save a substantial amount of money by renovating this floor at the same time, rather than waiting for
some renovation project in the future. Therefore, we have no “unit” as contemplated by this chart.

Note 4: We do not anticipate any change in our total facility ALOS, and have estimated 5.9 days (which was the
2011 figure) for both Years 1 and 2.
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Please identify the surgical specialties and the number of active surgeons, who
currently operate in The MED’s surgical suite and the number which the applicant
plans to add in the future.

Specialty 2012 | Yearl
General 16 16
Vascular 2 2
Trauma - 8 8
Thoracic 4 4
ENT 4 4
Oral Surgery 9 9
Ophthalmology 11 11
Plastic 6 6
GI 0 0
OB/GYN 21 21
Urology 3 3
Neurosurgery 3 3
Orthopedic 32 32
Cardiac 1 1
Transplant 0 0
Etc. 0 0
Total 120 120

Response: The above chart is completed for 2012 and replicated for Year 1. We are not
involved in a special surgeon recruitment program designed for this particular outpatient surgery
department. Obviously, we continually recruit staff appropriate for the needs of our patients.
However, we have no set goals for the number of active surgeons for Year 1, as contemplated by
this question.
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Please provide the historical and projected number of encounters by specialty

Specialty 2009 | 2010 2011 | Year | Year | Increase
1 2 from
2011 -
Year 2

General - Inpt

- Outpt 983 | 1,058 | 1,235 252
Vascular - Inpt

- Outpt
Thoracic - Inpt

- Outpt
ENT - Inpt

- Outpt 336 | 414 478 142
Oral Surgery - Inpt

- Outpt
Ophth. - Inpt

- Outpt
Plastic - Inpt

- Outpt 481 632 732 251
GI - Inpt

- Outpt
GYN - Inpt

- Outpt 629 707 821 192
Urology - Inpt

- Outpt 475 548 634 159
Neurosurgery - Inpt

- Qutpt
Orthopedic - Inpt

- Outpt 1,049 | 1,345 | 1,575 526
Cardiac - Inpt

- Outpt
Transplant - Inpt

- Outpt
Dental/Eye - Inpt

- Outpt 157
Total Inpatient
Surgical Encounters 8,699 8,579 8,892
Total Outpatient
Surgical Encounters 4,490 | 4,519 | 4,110 | 4,704 | 5,475 1,522*
Total Surgical
Encounters 13,189 | 13,098 | 13,002

*Note: The Total Outpatient Surgical Encounters will be “off” by 157 due to the fact that the
Dental/Eye encounters will not be performed in the dedicated outpatient surgery suites.
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Response: The above chart is completed, as it relates to this application. The outpatient
encounters are based on the same ratio of patients:encounters experienced in 2111. Inpatient
surgical encounters have not been estimated.

We apologize if the intent of the application was not made clear with the original filing. The
portion of this CON regarding surgery is to add a dedicated outpatient surgical department with 3
ORs — again, dedicated to outpatient surgery. We are not requesting permission to add 3 ORs
due to surgery volume. Our total average volume per room has been 942, 936, and 929 for years
2009 —2011.

The purpose of this application is to create an area of the hospital where patients requiring
outpatient surgery will not have to be integrated into the existing surgical area. Specifically,
quoting page 14 of the application:

“More importantly, this will result in a special area of the Applicant’s campus
where all outpatient surgery patients can more predictably present, receive
services, and be discharged in a more efficient manner. Patients will be directed
to a dedicated drop-off point where valet parking will be available, families will
know the specific location of where their loved ones will be, and patients will be
delivered to the curb following surgery. The resulting separate entrance, separate
waiting area, separate registration, separate scheduling and separate location at
The MED will improve patients’ experience. Outpatient surgery at The MED will
also become more efficient, reduce costs, and improve scheduling for both I/P and
O/P surgery.

“The assumption was made that at least 90% of all outpatient surgery procedures
in the existing Chandler ORs would be performed in the new dedicated outpatient
ORs. Such would result in full capacity for 2 dedicated outpatient ORs. In
addition, the improved patient experience (mentioned above) will attract more
patients to our outpatient surgery department. With these key assumptions in
mind, it was decided that The MED’s projected demand for dedicated outpatient
surgery would require 3 ORs. In addition, sufficient space is available for a 4
dedicated OR, so that space will be shelled out during this buildout.”

Once these 3 dedicated ORs are implemented, it may well be that some of our existing 14 ORs
will not be staffed in the future. At present, we do not know how many of our existing ORs will
be needed. What we do know is that after analyzing the number of outpatient procedures being
performed in our hospital, we felt that we needed at least 3 ORs dedicated to outpatient surgery
in this new department of the hospital.
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Please discuss in detail the methodology used to forecast surgical volumes,
particularly outpatient surgical volumes.

Response: The hospital utilized an outside consulting Company to conduct a Feasibility
Analysis for the proposed additional outpatient Operating Rooms. This Company has been
specializing in providing Ambulatory Surgery Center and Hospital Outpatient Surgery consulting
services since its formation over 9 years ago in 2003. Their professional staff has collective
experience of over 80 years in the Ambulatory Surgery Center and Hospital Outpatient Surgery
consulting arena. Based on the number of physicians practicing at the Regional Medical Center
and our Consultant’s experience analyzing Outpatient OR volumes by surgical specialty, they
believe the far majority of our surgeon’s patients are having their Outpatient Surgery elsewhere.
In addition, comments from our surgeons support this fact. Our projections for growth in
outpatient surgery patient encounters assume that a new, more modern and more efficiently
designed outpatient OR facility will result in a significant number of existing surgeons
performing more of their current cases at our facility and that patients (particularly those who
currently have the financial ability to go elsewhere) will choose to have their Outpatient Surgery
at the Regional Medical Center as a destination of choice. Given this specialty-specific analysis
and feedback from surgeons, our projections for increased outpatient surgical volumes in
General Surgery, Otolaryngology, Plastic, OB/GYN, Urology and Orthopedics are
conservatively estimated to grow by approximately 15-18% per year over the next 3 years.

The Applicant has made no projections regarding inpatient surgical volumes.
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Please complete the following chart. Please identify the rooms which currently have
a specific use and those which will have specific uses (i.e., open heart surgery, long
case Neurosurgery, long case orthopedic/spine, cystoscopy, Di Vinci robotic surgery,
trauma) in the proposed room assignments.

Response:

The following chart is completed. As this CON application does not involve
inpatient surgical suites, numeric projections have not been prepared for their eventual use.
Once the dedicated outpatient suites (15-17 on this chart) are in use, it is anticipated that some of
our existing operating rooms will not be staffed unless needed.

Current Type of Proposed Type of
Current | Specialty | Scheduling | Weekly Scheduled | Proposed Specialty Usage Scheduling | Weekly Scheduled
OR’s Usage * : Single Hrs of Usage Operating *(Single /Mixed : Single Hrs of Usage
(Single Case/ (example: Room (Please identify Case/ (example:
/Mixed Block/ |Mon-Fri- 7am-4pm/ specialties) Block / Mon-Fri- 7am-4pm/
(Please or Sat-7-12pm) or Sat-7-12pm)
identify Mixed Mixed
specialties) | Scheduling Scheduling
#1 ENT Block W7-5,F73 #1 ENT Block W7-5,F17-3
#2 OB/GYN Block | M 7-3,Th 7-5, F 7-3 #2 OB/GYN Block M7-3, Th7-5,F7-3
#3 Neurology Block |M 7-3, W 7-3, Th 7-5 #3 Neuro Block | M 7-3, W 703, Th 7-5
#4 Oral/Max Block T 7-3, Th 7-5 #4 OMS Block T7-3,Th7-5
#5 Ophthalmic Block T7-5,F7-3 #5 Ophth. Block T7-5F7-3
#6 Orthopedic Block M-F, 7-5 #6 Ortho Block M-F, 7-5
#7 General Block M, Th 7-3, T 7-5 #7 General Block M, Th7-3, T 7-5
#8 Thoracic Block W 12-3 #8 Thoracic Block W 12-3
#9 Urology Block T,F 7-3, W 7-11 #9 Urology Block T,F 7-3, W 7-11
#10 General Block | M-F, 7-3 As Needed #10 General Block M-F, 7-3 As Needed
#11 General Block | M-F, 7-3 As Needed #11 General Block M-F, 7-3 As Needed
#12 Géneral Block | M-F, 7-3 As Needed #12 Possibly Unstaffed
#13 General Block | M-F, 7-3 As Needed #13 | Possibly Unstaffed
#14 General Block | M-F, 7-3 As Needed #14 | Possibly Unstaffed
#15 mixed block MF 7-4
#16 mixed block MF 7-4
#17 mixed block MF 7-4

* Specialty usage — e.g., Cardiothoracic/Open Heart; General; ENT: GYN: Neurosurgery;
Orthopedic, Cystoscopy, Robotic Surgery, etc.
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Surgical Suite 2009 2010 2011 Year1 | Year2
# OR’s 14 14 14 17 17
Total OR Encounters 13,189 13,098 13,002 n/a n/a
Encounters/OR 942 936 929 n/a n/a
OR Capacity

(Available Schedulable

Time in Minutes) 1,000,080 | 1,000,080 | 1,000,080 n/a n/a
Actual Time used in

Operating and Room

Turnover Time 519,509 536,574 578,501 n/a n/a
% of Schedulable Time

Used 51.9% 53.7% 57.8% n/a n/a

Response: The above chart is completed. As this CON application does not involve inpatient
surgical suites, projections have not been prepared for their eventual use. Utilization of
dedicated outpatient ORs are noted in the application on the Projected Data Chart (p.47), which
projects 1,623, 1,889, and 2,164 outpatient surgical encounters for Years 1, 2 and 3, and on page
52, where 2011 outpatient surgical utilization is compared to Year 1 projected utilization (this
chart is replicated on page 54).
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11. Section C, Economic Feasibility, Item 1

Your response to this item is noted. Please provide a revised letter from the project
manager that includes his estimate of the cost to construct the project to provide a
physical environment, according to applicable federal, state and local construction
codes, standards, specifications, and requirements and; attesting that the physical
environment will conform to applicable federal standards, manufacturer’s
specifications and licensing agencies’ requirements including the new 2010 AIA
Guidelines for Design and Construction of Hospital and Health Care Facilities

Response: Please see attached Supplemental C.EF. 1.
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12. Section C, Economic Feasibility, Item 2

Is there an audited or unaudited balance sheet available for Shelby County Health
Care Corporation more recent that June 30, 2011 that documents the availability of
cash reserves for the proposed project? If yes, please provide this statement.

Response: No. Our June 30, 2011 financials are undergoing audit now. Once they are
completed and approved by our Board, we will submit them to you. However, this process will
take longer than the statutory time allowed for us to respond to your supplemental questions. We
just received our June 30, 2012 Balance Sheet, which is attached as Supplemental Attachment
C.EF.2.
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13. Section C, Economic Feasibility, Item 4 (Projected Data Chart)

In the Projected Data Chart (Outpatient OR, only) there appears to be a calculation
error in the Year 3 column.

Response: Please see replacement page 47,which corrects the typo.
In the Other Expenses Chart (Outpatient OR, only) there appears to be a
calculation error in the Year 3 column.

Please make the necessary changes and submit revised charts.

Response: Please see replacement page 48, which corrects the typo.
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14. © Section C, Economic Feasibility, Items 5 and 6A.

The applicant states that according to the 2011 JAR The MED’s average gross
charge per patient day is $1,363; however the Historical Data Chart for the entire
hospital for 2011 calculates an inpatient charge per patient day of approximately
$9,332. The same holds true for the Projected Data Chart for the entire hospital.
Please address this discrepancy. It appears that these charts should be presented
“in Hundreds” instead of “in Thousands”. It also appears that the applicant is
calculating revenue per patient day amounts on all gross revenue rather than just
inpatient revenue.

Response: Please forgive the decimal point error, and see Replacement pages 49 and 50.

In Year 1 it appears that the gross revenue per surgical encounter is $10,978 rather
than $10,918.

Response: You are correct. Please see Replacement pages 49 and 50.

.~ Please make the necessary changes.

Response: Please see above.
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1S.  -Section C, Economic Feasibility, Item 6.B.

Are these inpatient charges per inpatient stay? Does it include outpatient and other
types of revenue?

Response: This chart is as explained on page 51 of the application, and are numbers for the
entire facility for that year. The numbers are derived from dividing the Gross Patient Charges,
Adjustments, and Net Patient Charges found on page 18 (Line 4.¢) of the Joint Annual Report by
the Total Inpatient Days on page 24 of the Joint Annual Report.

For example, Baptist Memorial Hospital (the first entry on Attachment C.EF.6.B), listed
$1,399,739,849 in Total Gross Revenue (page 18, JAR). Divide that by 170,084 (Total Inpatient
Days, page 24, JAR) and the Average Gross Charge is $8,230, as reported on the chart.

According to instructions and entries on page 18 of the JAR, the total dollar amounts on Line 4.¢
include both inpatient and outpatient revenue.
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16. Section C, Contribution to Orderly Development Item 2

Of the 60% of potential rehab patients that are being referred to other facilities,
what is the expected number of reduced referrals that will result from having 10
additional rehab beds available at The MED.

Response: The MED currently operates a twenty (20) bed rehab unit with utilization rates at
98.3%, 99.2%, 98.5%, and 95.0% during 2008 — 2011 respectively. The discharge based bed
need methodology (of our own patients) shows a statistical need for 35 rehab beds, which is
below what is currently being requested under this application. Based on the statistical need
based on patients identified within The MED, and the proposed increase of only ten (10)
additional beds, there would be no reduced referrals anticipated that would result from the
additional inpatient rehabilitation beds at The MED.

Are all Hospital Surgery Departments and ASTCs in Shelby County operating at an
average rate of 800 surgical encounters/cases per operating/procedure room? If not,
how many facilities in the service area are meeting this standard and how many are
not.

Response: No. As shown on Supplemental Attachment B.II1.A.3, for 2011 only, 4 hospitals had
an average rate of at least 800 surgical encounters per room; 9 did not.

As shown on Attachment B.II. 4.4, for 2011 only, 25 ASTCs had an average rate of at least 800
surgical encounters per room; 4 did not.

Will the ten (10) bed medical/surgical unit from the Adams Building be staffed for
six (6) medical/surgical beds when it is relocated to the Turner Tower?

Response: Yes. As stated in the application:

“Finally, a ten (10) bed med/surg unit will be relocated from the Adams Building to the
basement of the Turner Tower, resulting in a six (6) bed med/surg unit. This relocation
will enable the Applicant to finally remove all clinical services from the Adams Building,
which is 67 years old and not the most ideal for the provision of clinical services.”

...CON application, page 62
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17. Section C, Contribution to Orderly Development (Project Completion Forecast
Chart)

The Project Completion Forecast Chart indicates that the Agency’s initial decision
will be 8/2012. This application will not be heard by the Agency any sooner than
11/2012. Please make the necessary changes and submit a revised Project
Completion Forecast Chart.

Response: Please see Replacement page 71.
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18. :  Proof of Publication
Please submit a copy of the full page of the newspaper in which the notice of intent
appeared with the mast and dateline intact or submit a publication affidavit which
is supplied by the newspaper as proof of the publication of the letter of intent.

Response: Full page with mast is attached.
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Rehab Bed Utilization Supplemental Attachment B.II1.A.2

Shelby County , 2008-2011 SUPPLEMENTAL
2008
ID # |[Hospitals # Beds| Occ
79766 |(Baptist Rehabilitation - Germantown 68| 54.2%
79756 |HealthSouth Rehabilitation Hospital 80 0.0%
79806 [HealthSouth Rehabilitation Hospital - Memphis North 40 82.1%
79396 |Saint Francis Hospital 291 57.9%
79246 |The Regional Medical Center at Memphis 20 98.3%
Total 237 44.8%
2009
ID # |Hospitals # Beds| Occ
79766 |Baptist Rehabilitation - Germantown 68| 52.7%
79756 |HealthSouth Rehabilitation Hospital 80| 68.7%
79806 |HealthSouth Rehabilitation Hospital - Memphis North 40 84.3%
79396 |Saint Francis Hospital 29 42.8%
79246 |The Regional Medical Center at Memphis 20 99.2%
Total 237] 66.1%
2010
ID# |Hospitals # Beds| Occ
79766 |Baptist Rehabilitation - Germantown 68| 41.5%
79756 |HealthSouth Rehabilitation Hospital 80| 68.1%
79806 |[HealthSouth Rehabilitation Hospital - Memphis North 40 89.8%
79396 |Saint Francis Hospital 29 21.2%
79246 |The Regional Medical Center at Memphis 20| 98.5%
Total 237 60.9%
2011
ID # |Hospitals #Beds| Occ
79766 |Baptist Rehabilitation - Germantown 401 60.4%
79756 |HealthSouth Rehabilitation Hospital 80| 66.6%
79806 |HealthSouth Rehabilitation Hospital - Memphis North 401  93.6%
79396 |Saint Francis Hospital 29 21.7%
79246 |The Regional Medical Center at Mempbhis 201 95.8%
Total 209| 69.1%

Source: 2008, 2009, 2010 & 2011 Provisional Hospital, JARs, Schedule F Beds, Schedule G Utilization

417



oGt () St SR anoWIEet SN

www.casseltyarchilecire com

PROPOSED SURGERY CENTER

TURNER TOWER

FIRST FLOOR

The Mad- Regional Medical Center
877 Jefferson Avenue
Memphls, TN 38103

80€ 1 €2 any oy

K
'W.LNaw:-ﬁ%‘En ]
AI'q Juswydeny [muéwalddns




® ©

@WZU FLOOR PLAN - REHAB - TURNER TOWER
. e

 exihnacH TR DS

CE=EEST] e

KEY PLAN
| " — |

SCHEMATIC DESIGN GF ]

==
REGIONAL MEDICAL

AT MEMPHIS

877 EFFERSON AVE d
MEVRMIS, TN will

TURNER TOWER wm&ﬁ.ﬂ_Oz




Supplemental Attachment B.III.A.3

Hospital Surgery Utilization SUPPLEMENTAL
Shelby County, 2008-2011

2008
ID# |Hospitals Total-ORs| Ded O/P /P O/P Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0f 8,463| 6,545 15,008 577
79326 |Baptist Memorial Hospital - Collierville 6 0 811 1,566 2,377 396
79506 |Baptist Memorial Hospital for Women 5 0 1,292 1,879 3,171 634
79386 |Delta Medical Center 8 0| 2,344 4,397 6,741 843
79306 |Lebonheur Children's Medical Center 10 0| 3,414 6,980 10,394 1,039
79276 |Methodist Healthcare - Memphis Hospitals 19 0] 5,662 3,351 9,013 474
79236 |[Methodist Hospital - Germantown 12 0l 4,204 6,044 10,248 854
79296 |Methodist Hospital - North 11 0| 2,136| 1016 3152 287
79266 |Methodist Hospital - South 6 0| 1,087 997 2,084 347
79396 |Saint Francis Hospital 22 0| 5,329| 3,961 9,290 422
79516 |Saint Francis Hospital - Bartlett 4 0| 2,772| 2,216 4,988 1,247
79256 |Saint Jude Children's Research Hospital 0 0 518] 1,046 1,564 0
79246 [The Regional Medical Center at Mempbhis 14 0 7,743] 1,058 8,801 629
Total 143 0] 45,775| 41,056 86,831 607

2009
ID# |Hospitals Total-ORs| Ded O/P 1/P O/P Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0| 8,687| 6,206 14,893 573
79326 |Baptist Memorial Hospital - Collierville 6 0| 1,172 1,755 2,927 488
79506 |Baptist Memorial Hospital for Women 5 0| 1,127{ 1,880 3,007 601
79386 |Delta Medical Center 8 0| 2,589| 4,284 6,873 859
79306 |Lebonheur Children's Medical Center 10 0| 4,149| 6,836 10,985 1,099
79276 |Methodist Healthcare - Memphis Hospitals 13 0| 6,178 3,334 9,512 732
79236 |Methodist Hospital - Germantown 12 0l 4,260 5,194 9,454 788
79296 |[Methodist Hospital - North 10 0| 2,087 860 2947 295
79266 [Methodist Hospital - South 6 0| 1,177] 1,224 2,401 400
79396 |Saint Francis Hospital 22 0| 3,604] 5,541 9,145 416
79516 |[Saint Francis Hospital - Bartlett 4 0l 3,364| 2,896 6,260 1,565
79256 |Saint Jude Children's Research Hospital 4 2 442 1,123 1,565 391
79246 |The Regional Medical Center at Memphis 14 0| 8,699| 4,490 13,189 942
Total 140 2| 47,535| 45,623 93,158 665

- 2010
ID# |Hospitals Total-ORs| Ded O/P /P O/P Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0] 8,149| 5,790 13,939 536
79326 |Baptist Memorial Hospital - Collierville 6 0] 1,168 1,731 2,899 483
79506 |Baptist Memorial Hospital for Women 0 0| 1,006] 1,725 2,731 0
79386 |Delta Medical Center 8 0| 1,969| 3,848 5,817 727
79306 |[Lebonheur Children's Medical Center 10 0| 5,141 4,762 9,903 990
79276 |Methodist Healthcare - Memphis Hospitals 13 0| 6,328| 3,476 9,804 754
79236 |Methodist Hospital - Germantown 16 0| 4,576| 5,387 9,963 623
79296 |Methodist Hospital - North 10 0] 2,055 991 3046 305
79266 |[Methodist Hospital - South 6 0| 1,089 1,245 2,334 389
79396 [Saint Francis Hospital 22 0| 3,428 5,837 9,265 421
79516 |[Saint Francis Hospital - Bartlett 4 0 3,569 3,747 7,316 1,829
79256 |Saint Jude Children's Research Hospital 4 2 681 1,214 1,895 474
79246 |The Regional Medical Center at Memphis 14 0| 8,579| 4,519 13,098 936
Total 139 2| 47,7738| 44,272 92,010 662
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Hospital Surgery Utilization
Shelby County, 2008-2011

SUPPLEMENTAL

2011

ID # [Hospitals Total-ORs| Ded O/P /P o/P Total| Proc/OR
79216 |Baptist Memorial Hospital 26 0| 7,644| 5,511 13,155 506
79326 |Baptist Memorial Hospital - Collierville 6 0] 1,031] 1,758 2,789 465
79506 |Baptist Memorial Hospital for Women 5 0 875| 1,866 2,741 548
79386 |Delta Medical Center 8 0| 2,308 4,661 6,969 871
79306 |Lebonheur Children's Medical Center 15 0| 6,598] 3,591 10,189 679
79276 [Methodist Healthcare - Memphis Hospitals 13 0| 6,149| 3,532 9,681 745
79236 |Methodist Hospital - Germantown 16 0| 4,661| 5,481 10,142 634
79296 |Methodist Hospital - North 10 0] 1,867 871 2738 274
79266 |Methodist Hospital - South 6 0l 1,037 1,103 2,140 357
79396 |Saint Francis Hospital 22 0| 3,323| 5,585 8,908 405
79516 |Saint Francis Hospital - Bartlett 4 0] 4,535| 4,566 9,101 2,275
79256 (Saint Jude Children's Research Hospital 6 4] 2,981 3,487 6,468 1,078
79246 |The Regional Medical Center at Memphis 14 0] 8,892 4,110 13,002 929

Total 151 4| 51,901| 46,122 98,023 649

Source: 2008, 2009, 2010 & 2011 Provisional Hospital, JARs, Schedule D - Services
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Inpatient Utilization Supplemental Attachment C.Need.5

‘ ENTAL
Shelby County Hospitals SUPPLEM
2008-2011
2008
Hospitals I/P Days| # of Beds| Occ. Rate
Baptist Memorial Hospital 170,137 709 65.7%
Baptist Memorial Hospital - Collierville 10,663 81 36.1%
Baptist Memorial Hospital for Women 40,368 140 79.0%
Baptist Memorial Restorative Care Hospital 9,414 30 86.0%
Baptist Rehabilitation - Germantown 13,381 68 53.9%
Community Behavioral Health 7,511 50 41.2%
Delta Medical Center 34,707 243 39.1%
HealthSouth Rehabilitation Hospital 0 80 0.0%
HealthSouth Rehabilitation Hospital - Memphis North 11,991 40 82.1%
Lakeside Behavioral Health System 60,699 305 54.5%
Lebonheur Children's Medical Center 58,499 225 71.2%
Memphis Mental Health Institute 22,763 111 56.2%
Methodist Extended Care Hospital, Inc 10,446 36 79.5%
Methodist Healthcare - Memphis Hospitals 123,950 669 50.8%
Methodist Hospital - Germantown 74,335 209 97.4%
Methodist Hospital - North 53,925 260 56.8%
Methodist Hospital - South 34,373 200 47.1%
Saint Francis Hospital 122,788 519 64.8%
Saint Francis Hospital - Bartlett 30,075 100 82.4%
Saint Jude Children's Research Hospital 14,380 62 63.5%
Select Specialty Hospital - Memphis 12,303 39 86.4%
The Regional Medical Center at Memphis 121,879 631 52.9%
Total 1,038,587 4,807 59.2%
Source: 2008 JARs, Schedule F - Beds & G - Utilization ("0" = Not Reported on JAR)
2009

Hospitals I/P Days| # of Beds| Occ. Rate
Baptist Memorial Hospital 169,911 706 65.9%
Baptist Memorial Hospital - Collierville 10,706 81 36.2%
Baptist Memorial Hospital for Women 37,498 140 73.4%
Baptist Memorial Restorative Care Hospital 9,331 30 85.2%
Baptist Rehabilitation - Germantown 12,963 68 52.2%
Community Behavioral Health 7,101 50 38.9%
Delta Medical Center 33,856 243 38.2%
HealthSouth Rehabilitation Hospital 0 80 0.0%
HealthSouth Rehabilitation Hospital - Memphis North 12,307 40 84.3%
Lakeside Behavioral Health System 59,900 305 53.8%
Lebonheur Children's Medical Center 60,865 225 T4.1%
Memphis Mental Health Institute 23,702 111 58.5%
Methodist Extended Care Hospital, Inc 11,757 36 89.5%
Methodist Healthcare - Memphis Hospitals 123,000 669 50.4%
Methodist Hospital - Germantown 71,280 209 93.4%
Methodist Hospital - North 53,679 260 56.6%
Methodist Hospital - South 36,740 200 50.3%
Saint Francis Hospital 110,084 519 58.1%
Saint Francis Hospital - Bartlett 31,903 100 87.4%
Saint Jude Children's Research Hospital 14,812 78 52.0%
Select Specialty Hospital - Memphis 13,473 39 94.6%
The Regional Medical Center at Memphis 112,774 631 49.0%
Total 1,017,642 4,820 57.8%

Source: 2009 JARs, Schedule F - Beds & G - Utilization ("0" = Not Reported on JAR)




Inpatient Utilization

N
Shelby County Hospitals ~UPPLEMENTAL
2008-2011
2010
Hospitals I/P Days| # of Beds| Occ. Rate
Baptist Memorial Hospital 170,084 706 66.0%
Baptist Memorial Hospital - Collierville 10,454 &1 35.4%
Baptist Memorial Hospital for Women 34,595 140 67.7%
Baptist Memorial Restorative Care Hospital 8,015 30 73.2%
Baptist Rehabilitation - Germantown 10,290 68 41.5%
Community Behavioral Health 6,726 57 32.3%
Delta Medical Center 34,384 243 38.8%
HealthSouth Rehabilitation Hospital 19,751 80 67.6%
HealthSouth Rehabilitation Hospital - Memphis North 13,114 40 89.8%
Lakeside Behavioral Health System 60,240 305 54.1%
Lebonheur Children's Medical Center 55,767 255 59.9%
Memphis Mental Health Institute 21,889 110 54.5%
Methodist Extended Care Hospital, Inc 11,379 36 86.6%
Methodist Healthcare - Memphis Hospitals 125,892 617 55.9%
Methodist Hospital - Germantown 76,571 309 67.9%
Methodist Hospital - North 57,534 246 64.1%
Methodist Hospital - South 33,566 156 58.9%
Saint Francis Hospital 97,823 519 51.6%
Saint Francis Hospital - Bartlett 29,378 100 80.5%
Saint Jude Children's Research Hospital 15,721 78 55.2%
Select Specialty Hospital - Memphis 12,680 39 89.1%
The Regional Medical Center at Memphis 101,189 631 43.9%
Total 1,007,042 4,846 56.9%
Source: 2010 JARs, Schedule F - Beds & G - Utilization
2011

Hospitals I/P Days| # ofBeds| Occ. Rate
Baptist Memorial Hospital 175,949 706 68.3%
Baptist Memorial Hospital - Collierville 10,097 81 34.2%
Baptist Memorial Hospital for Women 35,874 140 70.2%
Baptist Memorial Restorative Care Hospital 8,004 30 73.1%
Baptist Rehabilitation - Germantown 8,819 50 48.3%
Community Behavioral Health 8,014 50 43.9%
Delta Medical Center 33,560 243 37.8%
HealthSouth Rehabilitation Hospital 19,433 80 66.6%
HealthSouth Rehabilitation Hospital - Memphis North 13,666 40 93.6%
Lakeside Behavioral Health System 63,142 305 56.7%
Lebonheur Children's Medica! Center 56,884 255 61.1%
Memphis Mental Health Institute 20,615 111 50.9%
Methodist Extended Care Hospital, Inc 11,337 36 86.3%
Methodist Healthcare - Memphis Hospitals 124,109 617 55.1%
Methodist Hospital - Germantown 84,737 309 75.1%
Methodist Hospital - North 58,820 246 65.5%
Methodist Hospital - South 33,495 156 58.8%
Saint Francis Hospital 92,384 519 48.8%
Saint Francis Hospital - Bartlett 32,124 100 88.0%
Saint Jude Children's Research Hospital 15,035 78 52.8%
Select Specialty Hospital - Memphis 13,470 3 94.6%
The Regional Medical Center at Memphis 96,438 631 41.9%
Total 1,016,006 4,822 57.7%

Source: 2011 Provisional JARs, Schedule F - Beds & G - Utilization
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Supplemental Attachment C.EF.1

American Program Management, LLC SUF’PLEMENTAL

August 21, 2012

J. Richard Wagers, Jr.

Senior Executive Vice President & CFO
Regional Medical Center at Memphis
877 Jefferson Avenue

Memphis, TN 38103

Dear Mr. Wagers,

As Project Manager for the renovation of Turner Tower, I have reviewed the construction costs
for this project, and believe that $17,368,137 is a sufficient estimate to complete this major
renovation and build-out project. Further, this estimate has been prepared taking into account
that the project will be completed to provide a physical environment compliant with all
applicable federal, state and local construction codes, standards, specifications, and
requirements, and the physical environment will conform to applicable federal standards,
manufacturer’s specifications and licensing agencies’ requirements including the new 2010 AIA
Guidelines for Design and Construction of Health Care Facilities.

Sincerely,

A LW AN

Warren N.-Goodwin, FATA
President & CEQ

Ce: Graham Baker

100 Winner's Circle
Suite 444

Brentwood, TN 37027
www.apmproject.com




Supplemental Attachment C.EF.2

The Regional Medical Center at Memphis
Balance Sheet
June 30, 2012
{$ in Thousands)

Assets

Current Assets:
1 Cash.and Cash Equwalents

Investments, market value
Cash and Investments

O b N

6 Patient Accounts Recelvable
7 Less Allowances for Contractuals & Bad Debt
8 Patient Accounts Receivable, net

9 Accounts Receivable from UT/UTMG, net:

10 Other Accounts Receivable = -

11 Appropriations Recelvable from Shelby County
12 Inventoties

13 Prepaid Expenses

14  Total Current Assets

" 15' Board Designation of Funds for Self-Insurance
16 Board Designation of Funds for Capital Needs
17 Property, Plant and Equipment, net

18  Total Assets

Liabilities & Fund Balance

Less Board Designation of Funds for Self- Insurance
Less Board Designation of Funds for Capltal Needs

Current Liabilities:
19 Accounts Payable
20 Accrued Expenses
21 Compensated Absences
22 Current Maturities of Long-term Debt .
23 Estimated Third Party Payor Settlements
24  Total Current Llabilltles

25 Deferred Revenue and Other Long-term L(ablhtles'

. 26 Resetve for Self-Insured Losses
27 . Total Liabilities

Fund Balance; A
28 Revenue over (under) Expenses, Current Year
29 Unrestricted Fund Balance

30 - Total Llabllmes & Fund Balance

SUPPLEMENTAL
June May June
2012 - 2012 2011
$ 18,196  $ 20,734 $ 46,780
(8,400) (8,900) (8,900)
(112,089) (112,089) (72,089)
120,517 120,321 69,520
18,224 20,066 35,311
247,722 252,580 236,102
(197,876) (205,271} (206.,742)
49,846 47,308 29,360
1,508 906 1,452
7,807 19,512 © 7,303
0 (622) 0
3,321 " 3,380 3,323
986 ' 948 464
" 84,781 91,587 77,212
8.400 8,900 8,900
112,089 " 112,089 72,089
63,112 60,956 53,816
§ 265382 § 273,533 $ 212,017
$ 9451  § - 10298 § 6,853
10,013, 8,653 v 6,851
6,933 7,336 6,522
0 D 0
7.817 10,296 11,304
34;214 -36,582 31,530
855 1,104 925
8,368 9,094 8,900
43,537 46,781 41,355
51,184 56,091 74,433 .
170,661 170,661 96,228
$ 265,382 § 273,533 § 212,017
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SUPPLEMENTAL
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SUPPLEMENTAL
AFFIDAVIT

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: Regional Medical Center at Memphis  (CN1208-037)

I, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

%WML Q Attorney at Law

S'ig/{}ﬁture/Tltle

Sworn to and subscribed before me, a Notary Public, this 23" day of August, 2012;
witness my hand at office in the C OH Psy“gf D,gwdson State of Tennessee.
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COPY-
SUPPLEMENTAL-2

Regional Medical Ctr. of
Memphis

CN1208-037



Regional Medical Center at Memphis Supplemental Responses 2
CN1208-037
SUPPLEMENTAI

1. Section A, Applicant Profile, Item 9 (Bed Complement Data)

Your response to this item is noted; however the last column should reflect licensed
beds and total to 631. Please submit a corrected Bed Complement Data Chart.

Response: Please see Replacement Page 8 for the application.

Page 1
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Regional Medical Center at Memphis Supplemental Responses 2
CN1208-037
SUPPLEMENTAL

2. Section C. Need (Specific Criteria- Comprehensive Inpatient Rehabilitation
Services) Item 2.

Your response to this item is noted; however the 111 in the last row should be in
parentheses to reflect an excess. Please submit a corrected chart:

Response: Please see Replacement Page 9 of our first Supplemental Response for this
attachment.

Page 2 443



SUF’F’L%MENTA {

Regional Medical Center at Mempbhis Supplemental Responses
CN1208-037

3. Section C, Economic Feasibility, Item 6.B.

The JAR instructions are noted; however patient days is an inpatient measure so
that when using patient days as the measure for gross charges per day and the
resultant contractual allowances per day and net patient per day should be based on
inpatient revenue divided by patient days. Please make the necessary corrections to
your response and pages 49-50 including the JAR calculation.

Response: Please see Supplemental Attachment C.EF.6.B, and Replacement Pages 49-50.
Although not requested, please see Replacement Page 51, also.

Page 3
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SUPPLEMENTAL

Regional Medical Center at Memphis Supplemental Responses 2
CN1208-037

4. Section C , Contribution to Orderly Development Item 2

It is unclear how there would be no reduced referrals to other existing rehabilitation
units after completion of the proposed project. The applicant’s 20 bed
rehabilitation unit is currently operating at 95% occupancy and above which is
essentially a full unit, which would suggest that the applicant is currently referring
potential rehabilitation patients to other facilities. Compared to 2011 the applicant
expects utilization of an additional 1,223 patient days in Year 1 of the project and
2,218 patient days in Year 2 of the project. Please explain how this scenario will not
have a negative impact on other existing rehabilitation providers.

Response: The MED currently operates a 20 bed rehabilitation unit, and seeks to increase the
size of this unit to a total of 30 beds. We continue to believe the additional 10 beds requested by
The MED will not have a negative impact on other existing rehabilitation providers. The
discharge based analysis indicates The MED could support 35 beds at 100% occupancy (41 at
85%) based on its own patient population. Those patients with rehabilitation potential who are
not currently treated in The MED’s 20 bed rehab unit may remain in the med/surg bed for an
extended length of stay to receive rehabilitative services, may choose another facility, or may
discharge home. We do not know if the relatively few patients who are “referred” to another
facility are admitted to another facility for treatment.

Also, we do not know why the competitor facilities are operating at a lower occupancy rate than
The MED. It may be due to compliance with the 60% rule as dictated by Medicare, or could be
an operational decision by management of the rehab facility. Regardless of the reason, The
MED is requesting to increase its rehab bed capacity to serve its own patient’s needs; not to
negatively impact other area facilities.

The MED serves a unique patient population, including those with little or no healthcare
coverage. With both a trauma center and burn unit, The MED maintains a patient population
which sets it aside from other area rehab facilities, allowing us to provide intense inpatient
rehabilitation services to a unique patient population not seen in area facilities. With the
approval of these ten additional rehab beds, The MED’s ability to meet the needs of its own
patient population will be enhanced with no significant impact to the local market.

Page 4
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SUPPLEMENTAL

Regional Medical Center at Memphis Supplemental Responses 2

CN1208-037

S. Section C, Contribution to Orderly Development (Project Completion Forecast
Chart)

Your response to this item is noted but replacement page 71 is not the Project
Completion Forecast page. Please submit a revised Project Completion Forecast
Chart that indicates the Agency’s initial decision will be 11/2012.

Response: Please disregard the incorrect Replacement Page 71 already submitted, and see
attached Replacement Page 71 for the application.

Page 5
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SUPPLEMENTAL

Supplemental Attachment C.EF.6.B.

Average InPatient Charges - 2010
Shelby County Hospitals

ID # Hospitals I/P Gross|  I/P Deduct. I/P Net
79216 Baptist Memorial Hospital $5,902 $4,013 $1,889
79236 Methodist Hospital - Germantown $6,354 $4,585 $1,770
79246 The Regional Medical Center at Memphis $8,240 $6,874 $1,366
79256 Saint Jude Children's Research Hospital $7,123 $4,981 $2,143
79266 Methodist Hospital - South $5,767 $4,188 $1,579
79276 Methodist Healthcare - Memphis Hospitals $7,182 $5,268 $1,914
79296 Methodist Hospital - North $6,355 $4,918 $1,438
79306 Lebonheur Children's Medical Center $7,139 $4,690 $2,449
79326 Baptist Memorial Hospital - Collierville $6,676 $4,372 $2,305
79386 Delta Medical Center $2,670 $1,965 $705
79396 Saint Francis Hospital $8,384 $6,746 $1,638
79446 Memphis Mental Health Institute $1,155 $997 $158
79456 Lakeside Behavioral Health System $1,416 $745 $671
79476 Community Behavioral Health $1,326 $670 $656
79506 Baptist Memorial Hospital for Women $2,848 $1,538 $1,310
79516 Saint Francis Hospital - Bartlett $8,267 $6,934 $1,333
79756 HealthSouth Rehabilitation Hospital $2,172 $1,003 $1,169
79766 Baptist Rehabilitation - Germantown $2,632 $1,564 $1,068
79776 Baptist Memorial Restorative Care Hospital $4,758 $3,491 $1,267
79786 Select Specialty Hospital - Memphis $3,961 $2,328 $1,633
79796 Methodist Extended Care Hospital, Inc $2.851 $1,516 $1,335
79806 HealthSouth Rehabilitation Hospital - Memphis North $1,807 $608 $1,199

Source: 2010 JARs, Schedule E-Financial Data & Schedule G-Utilization
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SUPPLEMENTAL

AFFIDAVIT

002 KIS 27 P 3 40

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: Regional Medical Center at Memphis  (CN1208-037)

I, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

WM ﬂ Attorney at Law

ture/T itle

Sworn to and subscribed before me, a Notary Public, this 27" day of August, 2012;

witness my hand at office in t,jlg iy of Davidson, State of Tennessee.
il . 7 @
EX
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LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Commercial Appeal which is a newspaper of general

(Name of Newspaper)

circulation in Shelby and surrounding Counties, Tennessee on or before August 10, 2012 for one day.
(County) {Month / day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. §68-11-1601, et seq., and the Rules of the Health Services and Development Agency,
that Shelby County Health Care Corporation, d/b/a, Regional Medical Center at Memphis, 877 Jefferson
Avenue, Memphis (Shelby County), Tennessee 38103 (“Applicant’), owned and managed by itself, is applying
for a Certificate of Need for (a) the conversion of the license for ten (10) med/surg beds to rehab beds, and (b)
the relocation of its existing twenty (20) bed rehab unit, after which a thirty (30) bed rehab unit will be operated
in Turner Tower; (c) the addition of three (3) operating rooms to be dedicated to outpatient surgery, which
rooms will be operated in Turner Tower as a department of the Applicant; (d) the general renovation of Turner
Tower, including the buildout of unused space for a twenty-four (24) bed unit which will be utilized as med/surg
hospital beds; and (e) the relocation of an existing ten (10) bed med/surg unit to Turner Tower, which will result
in six (6) staffed med/surg beds. Other than mentioned above, there are no new licensed beds and no major
medical equipment involved with this project. The number of total licensed beds will not change. No other
health services will be initiated or discontinued. It is proposed that Medicare, TennCare (Medicaid),
commercially insured, and private-pay patients will continue to be served by the Applicant, which will continue
to be licensed by the Tennessee Department of Health. The estimated project cost is anticipated to be
approximately $28,400,000, including filing fee.

The anticipated date of filing the application is: August 15, 2012.

The contact person for this project is E. Graham Baker, Jr., Attorney
(Contact Name) (Title)
who may be reached at: his office located at 2021 Richard Jones Road, Suite 350
(Company Name) (Address)
Nashville TN 37215 615 / 370-3380
(City) (State) (Zip Code) (Area Code / Phone Number)
g QLM M"A d\ ) August 10, 2012 raham@grahambaker.net
d {Signature) / {Date) (E-mail Address)

e e e e B D e et s e B D s e S e e S S S S S i S e e S ot G i S e e S o e i e S G S S S st it St e P S S S S S SR S S S B S G G A R G e
e e e e e e e T e e e L R e e o o o o o o o o o o o o o o o o e . o s o e i S . e e s e e o s e S D o S S (e A S . Py P (e e ey e e o 0 e o B o o B o

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Hollday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Buliding
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

e e e = _——— o o e o o o e e e o e s e B B e e e e it B

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to appose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the




CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF HEALTH STATISTICS

202 00T 22 oy 2 ‘ 5 615-741-1954
DATE: October 31, 2012
APPLICANT: Shelby County Health Care Corporation

D/b/a Regional Medical Center
877 Jefferson Avenue
Memphis, Tennessee 38103

CONTACT PERSON: E. Graham Baker, Jr. Esquire
7000 Executive Center Drive, Suite 207
Brentwood, Tennessee 37027

COST: $28,400,000

In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of
2002, the Tennessee Department of Health, Division of Health Statistics, reviewed this certificate
of need application for financial impact, TennCare participation, compliance with 7ennessee’s
Health: Guidelines for Growth, 2000 Edition, and verified certain data. Additional clarification or
comment relative to the application is provided, as applicable, under the heading “Note to Agency
Members.”

SUMMARY:

The applicant, Shelby County Health Care Corporation d/b/a The Regional Medical Center,(The
MED) located in Memphis (Shelby County), Tennessee, seeks Certificate of Need (CON) approval
for the following: (a) the conversion of the license for ten (10) med/surg beds to rehab beds, and
(b) the relocation of its existing twenty (20) bed rehab unit, after which a thirty (30) bed rehab
unit will be operated in Turner Tower; (c) the addition of three (3) operating rooms to be
dedicated to outpatient surgery and be operated in Turner Tower as a department of the
Applicant; (d) the general renovation of Turner Tower, including the build out of unused space for
a twenty-four (24) bed unit which will be utilized as med/surg hospital beds; and (e) the relocation
of the an existing ten (10) bed med/surg unit to Turner Tower, which will result in six (6) staffed
med/surg beds. Other than mentioned above, there are no new licensed beds and no major
medical equipment involved in this project. The total number of licensed beds will not change. No
other health services will be initiated or discontinued.

Approximately 85,580 square feet will be renovated, 3,000 of which is in the Chandler Building and
the remainder in Turner Tower. Even though Turner Tower was completed around 1992, much of
the building has remained empty, and several floors do not even have HVAC systems installed. As
one of the newer buildings on campus, Turner Tower is fully sprinkled and has floor-to-floor height
that will accommodate modern mechanical systems used in healthcare facilities.

The CCU waiting room is now located in Turner Tower, but will be moved to the Chandler building
where it will occupy approximately 3,000 square feet. The Square Footage and Cost per Square
Footage Chart indicates the Rehab unit will occupy 22,400 square feet, the Outpatient OR
Department will occupy approximately 17,500 square feet, and further renovation on the Ground,
2" and 4" Floors of Turner Tower will affect approximately 42,680 square feet. Total cost of
construction will be approximately $203 per square foot. The project is financially feasible based
on cost information gathered by HSDA for hospital projects between 2009 and 2011.

JC.../HS/...CON#1208-037 Shelby County Health Care Corporation
D/b/a Regional Medical Center
Construction, Renovation, Expansion, and
Repacement Of Healthcare Institutions
Comprehensive Inpatient Rehabilitation Services



Shelby County Health Care Corporation d/b/a Regional Medical Center is owned and managed by
itself. The applicant is a 501 (c)3 non-profit corporation, chartered in 1981. The applicant does
not own any other heath care institutions.

The total estimated project cost is $28,400,000 and will be financed through cash reserves. The
Senior Executive Vince President and Chief Financial Officer have provided a letter located in
Attachment C.EF.2 attesting that Regional Medical Center has sufficient assets to implement this
project.

GENERAL CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all of the general criteria for Certificate of Need as set forth in the
document 7ennessee’s Health: Guidelines for Growth, 2000 Edition.

NEED:

The applicant’s primary service area is Shelby County. Approximately 88.5% of the applicant's
patients who originate from Tennessee were from Shelby County in 2011, The applicant also
provided care to patients from 31 total counties in Tennessee, and patients from at least 10 other
States in 2011.

The following chart illustrates the 2012 and 2016 population projections for the applicant’s service
area.

Service Area Total Population Projections for 2012 and 2016

County 2012 Population | 2016 Population | % Increase/
{Decrease)
Shelby 949,665 976,726 2.8%

Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee
Department of Health, Division of Health Statistics

2010 Service Area Hospital Total Licensed and Staffed Bed Occupancy

Facility Licensed Patient Days Licensed
Beds Occupancy
Baptist Memorial Hospital 706 170,084 66.0%
Methodist Hospital-Germantown 309 68,707 60.9%
|_Regional Medical Center 661 94,450 41.0%
Saint Jude Children’s Hospital 78 15,721 55.2%
Methodist Hospital-South 156 31,643 55.6%
Methodist Healthcare-Memphis 617 125,892 55.9%
Methodist Hospital-North 246 57,534 64.1%
LeBonheur Children’s Hospital 255 55,767 59.9%
Baptist Memorial Hospital-Collierville 81 10,454 35.4%
Delta Medical Center 243 34,384 38.8%
Saint Francis Hospital 519 92,657 48.9%
Baptist Memorial Hospital for Women 140 26,115 51.1%
Saint Francis-Bartlett 100 27,247 74.6%
HealthSouth Rehabilitation Hospital 80 19,879 68.1%
Baptist Rehabilitation-Germantown 68 24,820 41.5%
Baptist Memorial Restorative Care 30 8,015 73.2%
Select Specialty Hospital 39 12,680 89.1%
Methodist Extended Care Hospital 36 11,379 86.6%
HealthSouth Rehabilitation-North 40 13,119 89.9%

Source: Joint Annual Report of Hospitals 2010, Division of Health Statistics, Tennessee Department of Health
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2010 Service Area Rehabilitation Bed Utilization

Facility Rehab Beds 2010 Occupancy

Baptist Rehabilitation-Germantown 68 41.5%
HealthSouth Rehab Hospital 80 68.1%
HealthSouth Rehab Hospital North 40 89.9%
Saint Francis Hospital 29 21.2%
Regional Medical Center 20 98.5%
Total 237 | Average: 60.9%

Source: Joint Annual Report of Hospitals 2010, Division of Health Statistics, Tennessee Department of Health

The MED currently operates a 20 bed rehab unit in one of the older buildings on campus. These
beds traditionally operate at a very high utilization, operating at 93.3%, 99.2%, 98.5%, and 95.0%
during 2008-2011, respectively. Rehab patient days have accounted for 6.4%, 7.1%, and 7.2% of
total inpatient days at the hospital for 2009 through 2011, respectively.

The applfcant provides inpatient rehabilitation, surgery, and total inpatient utilization from the Joint
Annual reports including 2011 Provisional data that is not finalized and subject to change, as
requested by HSDA in Supplemental 1, Attachments B.IILA.2, B.IIIA.3, and C.Need.5. ASTC
utilization for 2011 is final and provided in the application as Attachment B.III.A.4.

Rehab is increasing its percentage of inpatient days provided at The Med. Most of the rehab
patients are referred from within the hospital. The MED has the third busiest trauma center in the
United States, and many of the rehab patients are former trauma patients. About 40% of the
discharged patients eligible for inpatient rehab treatment, are treated in The MED’s rehab unit,
while the remaining 60% are treated in other facilities or in their homes. A significant number of
these patients have no medical coverage. The existing 20 bed rehab unit will be moved to Turner
Tower which will be renovated and 10 additional rehab beds will be added through the conversion
of the license for 10 med/surg beds, which will create a 30 bed unit in Turner Tower. Of the 30
beds, 24 will be located on the third floor and the remaining 6 beds will be on the second floor and
will be private rooms. The 24 beds on the third floor will be private beds. There will be no
increase in The MED's total licensed bed count of 631.

The Turner Tower is one of the more recently constructed buildings and was designed and
constructed to meet seismic safety requirements in effect at the time due to the close proximity to
the New Madrid Fault. When originally constructed, the lower floors were utilized for various
hospital functions, and the upper floors were shelled in for future use. Those upper floors are still
empty and since renovations are taking place in Turner Tower with the approval of this project,
there were efficiencies in renovating and building out the 4™ Fioor at the same time. Moving
services into the Turner Tower will continue the placement of patients in more modern, efficient,
and seismic ready areas on campus and help free up older buildings for either retro fit or removal.

The data requested in the Joint Annual Reports tracks total rehab bed utilization and patient origin
information but does not track rehab bed utilization by county of origin. The MED decided that
their high utilization of its rehab unit had to be a result of its Level I Emergency Room and Trauma
Center. To that end, The MED contracted with a nationally known consulting firm, Murer
Consultants, Inc., to examine rehab bed utilization. Murer conducted both a population-based
study and a discharge-based study to determine the need for rehab beds at The Med. The
population-based analysis centered on three States: West Tennessee, Northern Mississippi, and
Northeastern Arkansas, and involved geographic circles around Memphis. Based on the more
conservative geographic “ring” of population around Memphis, Murer concluded that at least 206
rehab beds (at 100% occupancy) to 243 rehab beds at (85% occupancy) would be needed in
Memphis to properly serve rehab patients in an inpatient setting. Utilizing a wider geographic
“ring” the conclusion was reached that 284 rehab beds (at 100% occupancy) to 334 beds (at 85%
occupancy) would be needed.
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An analysis of discharges of patients from The MED’s rehab unit resulted in another set of figures,
more specific to The MED. The analysis looked at specific data regarding patients who had been
discharged, including DRG-specific information, average length of stay, and number of patient days
in the rehab unit. By analyzing just those patients being discharged from The MED’s rehab unit,
the study show a need at The MED for 35 rehab beds (at 100% occupancy) to 41 beds (at 85%
occupancy). The conclusion reached in the Murer report was that The MED could easily support 10
rehabilitation beds. HSDA staff requested the applicant to provide the detailed calculations that
produced the resultant bed need from the Murer Study including the population-based
methodology and the methodology based on the discharge diagnosis of The MED’s patients. The
applicant provides this information in Supplemental 1.

The applicant currently operates 14 OR and Special Procedure rooms. At present, The MED has 8
ORs on the 4™ Floor of the Chandler Building (built in 1963), 1 Cysto Procedure Room in Chandler,
4 Trauma ED ORs on the ground floor of the Jefferson Building (built in 1981), and 1 OR in the
Burn Unit on the Ground Floor of the Turner Tower. None of these existing surgery suites are
dedicated to outpatient surgery. As a result, patients receiving outpatient surgery are incorporated
into the inpatient suites and schedule. This application proposes to add 3 dedicated outpatient
surgery suites in Turner tower, plus shell in a fourth suite for later use as needed. The dedication
of these surgery suites for outpatient surgery will free up the existing OR suites for inpatient
procedures and expedite throughput. There have been numerous examples of outpatients arriving
at The MED for surgery early in the morning, only to be assigned to a holding area waiting time to
have the procedure “worked in” to the existing schedule. Either the outpatient has surgery late in
the day, or goes home only to come back the next day and wait in one of the surgery suites.
Mixing inpatient and outpatient procedures create inefficiencies in the inpatient environment as
more acute, more serious inpatient surgeries receive priority, many times at the last minute. More
importantly, this will result in a special area of The Med’s campus where all outpatient surgery
patients can present, receive services, and be discharged in a more efficient and patient friendly
way.

The assumption was made that at least 90% of all outpatient surgery procedures in the existing
ORs would be performed in the new dedicated outpatient ORs. Doing so would result in full
capacity for 2 dedicated outpatient ORs. In addition, the improved patient experience will attract
more patients to The MED's outpatient surgery department. With these key assumptions in mind,
it was decided that The MED’s projected demand for dedicated outpatient surgery would require 3
ORs. In addition, sufficient space is available for a 4™ dedicated OR, so that space will be shelled
out during this build out.

The applicant provides inpatient rehabilitation, hospital surgery procedures, OR utilization, and
total inpatient utilization from the Joint Annual reports including 2011 Provisional data that is not
finalized and subject to change, as requested by HSDA in Supplemental 1, Attachments B.IIL.A.2,
B.IILA.3, and C.Need.5. ASTC utilization for 2011 is final and provided in the application as
Attachment B.IIL.A.4.

The U.S. Department of Health and Human Services states there are 58 Medically Underserved
Area tracts in Shelby County. In addition, the same source shows that there are 113 census tracts
that are Health Professional Shortage Areas. See Attachment C.Need.4.B.

Shelby County has a high percentage of racial minorities, with 19.7% of the population below
poverty level. The MED accepts all patients who present for care, irrespective of their ability to
pay. The applicant believes the approval of this project will only enhance the care delivered to all
patients at The MED, including minorities and low income patients.
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TENNCARE/MEDICARE ACCESS:
The applicant contracts with UHC/AmeriChoice, BlueCare, and TennCare Select.

The following chart illustrates the TennCare enrollees in the applicant’s service area.

TennCare Enrollees in the Proposed Service Area

County 2012 TennCare % of Total
Population Enrollees Population
Shelby 949,665 229,068 24.1%

Source: Tennessee Population Projections 2000-2020, February 2008 Revision Tennessee Department of Health,
Division of Health Statistics and 7ennessee TennCare Management Information System, Recipient
Enroliment, Bureau of TennCare,

For the hospital, the applicant anticipates 14% of its total patients will be Medicare or $42,507,234
in revenues in year one.

For Medicaid, the applicant anticipates 42% of its total patients will be TennCare/Medicaid patients
with the States 30% share amounting to $42,507,234 in year one.

The applicant reports traditionally the rehab unit has approximate payor sources of 10% Medicaid,
40% Medicare, 22% private pay, 17% insurance,3% worker comp., and 85 other.

The applicant reports outpatient surgery payor sources are traditionally 34% Medicaid, 10%
Medicare, 36% private pay, 12% managed care, and 8% worker’s comp. The projected year one
payor sources are 30% Medicaid, 14% Medicare, 32% private pay, 16% managed care, and 8%
worker’s comp.

ECONOMIC FACTORS/FINANCIAL FEASIBILITY:

In the Project Costs Chart, the total estimated project cost is $28,400,000, which includes
$942,030 for architectural and engineering fees; $860,000 for legal, administrative, and consultant
fees; $17,368,137, for construction costs; $2,718,023 for contingency fund; $3,613,000 for fixed
equipment; $2,853,810 for moveable equipment; and $45,000 for CON filing fees.

In the Historical Data Chart for The MED, the applicant reported 104,609, 94,450, and 90,772
patient days in 2009, 2010, and 2011 with gross operating revenues of $1,252,881,000,
$1,139,081,000, and $1,236,923,000 each year, respectively. Contractual adjustments, provisions
for charity care and bad debt reduced net operating revenues to $274,147,000, $264,506,000, and
$337,488,000 each year. The applicant reports a net operating income/(loss) of ($20,217,000)
$5,532,000, and $74,433,000 each year, respectively.

In the Projected Data Chart for The MED, the applicant projects 89,329 patient days in year one
and 92,902 patient days in year two with gross operating revenues of $1,290,427,000 and
$1,337,718,000 each year respectively. Contractual adjustments, provisions for charity care and
bad debt reduced net revenues to $337,359,000 and $346,487,000 each year. The applicant
projects net operating income of $37,400,000 and $36,033,000 each year, respectively.

In the Projected Data Chart for the rehab unit only, the applicant projects 8,213 patient days in
year one and 9,308 patient days in year two with gross operating revenues of $36,505,695 and
$41,373,122 each year, respectively. Contractual adjustments, provisions for charity care and bad
debt reduced net operating revenues to $5,968,353 and $6,764,134 each year. The applicant
projects net operating revenues of $1,266,229 and $1,579,994 each year, respectively.

In the Projected Data Char for Outpatient OR only located in Supplemental 1, the applicant
projects 1,623, 1,889, and 2,164 encounters in years one, two, and three of the project with gross
operating revenues of $17,816,600, $21,773,500 and $26,190,400 each year, respectively.
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Contractual adjustments, provisions for charity care and bad debt reduced net operating revenues
to $2,734,000, $3,517,000, and $4,348,000 each year. The applicant projects a net operating
income/(loss) of ($580,000), ($75,700), and $439,300 each year, respectively.

In Supplemental 2, Corrected Pages, the 2011 average inpatient gross charge per patient day was
$9,332, with an average deduction of $7,820, resulting in an average net charge of $1,512. The
applicant projects the year one respective inpatient numbers will be $9,580, $8,028, and $1,552;
and the year two respective projected inpatient numbers will be $9,626, $8,067, and $1,559.

In Supplemental 2, Corrected Pages, the 2011 average rehab charge per patient day was $4,446,
with an average deduction of $3,740, resulting in an average net charge of $706. The applicant
projects the year one respective projected rehab numbers will be $4,445, $3,718, and $727; and
the year two respective projected rehab numbers will be $4,445, $3,718, and $727.

In Supplemental 2, Corrected Pages, the 2011 average outpatient charge per procedure was
$10,455, with an average deduction of $9,191, resulting in an average net charge of $1,264. In
year one the projected respective outpatient numbers will be $10,978, $9,293, and $1,685; and
the year two respective projected outpatient numbers will be $11,526, $9,665, and $1,861.

The applicant provides a listing of Shelby County Hospitals’ average inpatient charge in
Supplemental 2, Corrected pages, page 51R.

The applicant considered many alternatives prior to filing this application. The improved utilization
of The Turner Tower was of prime importance. The MED has this unused space that at the time it
was built, the construction was such as to withstand anticipated earth tremors that might occur as
a result of the fault on which Memphis sits.

The rehab unit is a service that The MED’s patients need and upon which they depend. The Level
I ER and a busy Trauma Center are referral sources for the full rehab unit. Expansion of this
service on campus is extremely important. It was believed that expanding this service in one of
four better buildings was the best alternative, as new construction would have been more
expensive.

Consideration was given to building an ASTC off-site to offload the outpatient surgery volume and
improve patient experience. However, this would have increased costs, as new construction would
cost more than the renovation of Turner Tower. Further, there are 29 ASTCs in the Memphis
market area, but only 3 are located West of I-240, leaving the downtown underserved. Also, an
off-campus location for the surgery suites would reduce the number of existing outpatient
procedures that could be moved from the Chandler Building to these new suites. Further,
operation of new dedicated outpatient surgery suites as a department of the hospital is more
appropriate and space is readily available. Surgery costs savings are projected at approximately
$600,000 to $740,000 per year by having dedicated suites that operate more efficiently than in the
existing surgery suites in the Chandler Building.

Finally, approximately $800,00 can be realized in construction/renovations cost savings by building
out the 4" Fioor of the Turner Building for a 24-bed med/surg unit, rather than waiting for
another phase of improvements to occur on campus. Therefore, the costs are included in this
project.

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:

The MED and its predecessors have provided acute care medical services for citizens of Shelby
County beginning in 1936. Today it is a regional referral hospital for a wide catchment area. The
applicant provides a listing of its numerous relationships in Attachment C.OD.1.
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As discussed in the body of the application, most of the rehab patients are referred from within the
hospital, so there should not be any negative impact on existing rehab providers by the increase to
20 rehab beds. The dedicated outpatient ORs should not impact other surgery providers as most
of the surgeries will simply be shifted from the existing inpatient suites. The renovation,
realignment and relocation of the campus and beds will have no impact on existing providers.

The applicant provides the staffing required for the proposed 30 bed rehab unit on page 63 of the
application. In addition, the applicant provides the staffing requirements for the Outpatient
Surgery Department on page 64.

The applicant has clinical affiliation relationships with UT School of Medicine and the University of
Memphis School of Nursing.

The MED is licensed by the Tennessee Department of Health, Board for Licensing Healthcare
Facilities and accredited by The Joint Commission and CARF. The most recent licensure survey
was conducted on 9/24/09 and the plan of correction was approved on 10.14/09. Deficiencies
were noted in the areas of basic hospital function (nursing services, food and dietary services) and
building standards.

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the
document Tennessee’s Health: Guidelines for Growth, 2000 Edition.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1.  Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

This project includes the conversion of 10 med/surg beds to rehab beds. The appropriate
criterion for rehab beds is reviewed below.

2. For relocation or replacement of an existing licensed health care institution:;

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

This criterion is not applicable. The facility fs not being replaced or relocated.

b. The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

This criterion Is not applicable. The facility is not being replaced or relocated.,
3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

The applicant discussed in detail throughout the application, the need and demand for
this project.
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b. The applicant should demonstrate that the existing physical plant’s condition warrants
major renovation or expansion.

The applicant provides a property map and view of the existing buildings in Attachment B. IILA.1.
The age of many of the buildings: Adams (1945), Rout (1956 and 1973), Chandler (1963),
Jefferson (1981) Turner (1992) Medplex, and at least on support building constructed in 1942,
Only the Turner Tower and Medplex buildings were designed to meet seismic safety requirements
at the time of their construction. The age of the building and the need to upgrade the facility to
meet Life Safety Code and the Guidelines for Design and Construction of Health Care Facilities,
along with other applicable codes such as the Americans with disabilities Act, all are examples of
the need to renovate. The lack of space, the antiquated physical plant, and the prohibitive cost of
attempling to upgrade means the need to relocate these services to another location on campus is
necessary.

1.

COMPREHENSIVE INPATIENT REHABILITATION SERVICES

The need for comprehensive inpatient rehabilitation beds shall be determined by applying
the guideline of ten beds per 100,000 population in the service area of the proposal.

The Division of Policy, Planning, and assessment calculated the need for 98 rehabilitation
bed in the service area projected four years forward.

The need shall be based upon the current year’s population and projected four years
forward.

The Division of Polfcy, Planning, and assessment calculated the need for 98 rehabilitation
bed in the service area projected four years forward. According to the 2010 Joint Annual
Report of Hospitals, there were 236 rehabilitation beds in Shelby County. Accord to 2011
Provisional Data, there were 209. According to 2010 Joint Annual report of Hospitals Final
Data, there is a surplus of 138 rehab beds. Assuming 2011 data was correct, the surplus
would be 111.

Joint Annual 2011 Provisional data that is not finalized and subject to change.

Service Area Total Population Projections for 2012 and 2016
County 2012 Population | 2016 Population | % Increase/
(Decrease)
Shelby 949,665 976,726 2.8%

Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee
Department of Health, Division of Health Statistics

Applicants shall use a geographic service area appropriate to inpatient rehabilitation services.

The applicant’s primary service area is Shelby County. Approximately 88.5% of the
applicant’s patients who originate from Tennessee were from Shelby County in 2011. The
applicant also provided care to patients from 31 total counties in Tennessee, and patients
from at least 10 other States in 2011.

The MED contracted with a nationally known consulting firm, Murer Consultants, Inc., to
examine rehab bed utilization. Murer conducted both a population-based study and a
discharge-based study to determine the need for rehab beds at The Med. The population-
based analysis centered on three States: West Tennessee, Northern Mississippi and
Northeastern Arkansas, and involved geographic circles around Memphis. Based on the
more conservative geographic "ring” of population around Memphis, Murer concluded that
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at least 206 rehab beds (at 100% occupancy) to 243 rehab beds at (85% occupancy) would
be needed in Memphis to properly serve rehab patients in an inpatient setting. Utilizing a
wider geographic 'ring” the conclusion was reached that 284 rehab beds (at 100%
occupancy) to 334 beds (at 85% occupancy) would be needed.

An analysis of discharges of patients from The MED's rehab unit resulted in another set of
figures, more specific to The MED. The analysis looked at specific data regarding patients
who had been discharged, including DRG-specific information, average length of stay, and
number of patient days in the rehab unit. By analyzing just those patients being discharged
from The MED’s rehab unit, the study show a need at The MED for 35 rehab beds (at 100%
occupancy) to 41 beds (at 85% occupancy). The conclusion reached in the Murer report
was that The MED could easily support 10 rehabilitation beds. HSDA staff requested the
applicant to provide the detailed calculations that produced the resultant bed need from the
Murer Study including the population-based methodology and the methodology based on
the discharge diagnosis of The MED's patients. The applicant provides this information in
Supplemental 1.

4, Inpatient rehabilitation units in acute care hospitals shall have a minimum size of 8 beds.

The applicant currently has 20 rehab beds and if this project is approved would have a total
of 30 rehab beds.

5.  Freestanding rehabilitation hospitals shall have a minimum size of 50 beds.
This criterion is not applicable. This is not a freestanding rehab hospital.

6. Additional inpatient rehabilitation beds, units, or freestanding hospitals should not be
approved by the HFC unless all existing units or facilities are utilized at the following levels:

20-30 bed unit ~ 75%
31-50 bed unit/facility ~ 80%
51 bed plus unit/facility ~ 85%

The MED currently operates a 20 bed rehab unit in one of the older buildings on campus.
These beds traditionally operate at a very high utilization, operating at 93.3%, 99.2%,
98.5%, and 95.0% during 2008-2011, respectively. Rehab patient days have accounted for
6.4%, 7.1%, and 7.2% of total inpatient days at the hospital for 2009 through 2011,
respectively.

Only two of the five rehab units operated above the suggested standard in 2010. The
MED’s 20 beds had an occupancy rate of 98.5% and HealthSouth Rehabilitation Hospital-
North’s 40 beds at 89.9%.

Three rehab units in 2010 operated below the suggested standard, Saint Francis Hospital’s
29 beds had an occupancy rate of 21.3%,; HealthSouth Rehabilitation Hospital’s 80 beds had
an occupancy rate of 69.1%; and Baptist Hospital-Germantown’s 67 beds had an occupancy
rate of 42.1%.

7.  The applicant must document the availability of adequate professional staff, as per licensing
requirements, to deliver all designated services in the proposal. It is preferred that the
medical director of a rehabilitation hospital be a board certified physiatrist.

The Murer study concluded that it would be necessary to add staff in order to provide care in a 30
bed rehab unit. The projected staff include 3.0 FTE physical therapists, 1.5 FTE physical therapist
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assistants, 3.0 FTE occupational therapists, 1.5 FTE certified occupational therapist assistants, 1.5
FTE speech therapists, 1.5 FTE recreational therapists, 3.0 FTE rehab aides, 14.5 FTE registered
nurses, 3.0 FTE licensed practical nurses, and 12.5 FTE certified nursing assistants,
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